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BRITISH OVERSEAS INVESTMENTS IN 1932 
“AND 1933 


THE following paper is the sixth of a series, begun in 1928, 
embodying the results of annual surveys of British Oversea 
Investments. The detailed results relate to the year 1932. 
Owing to the large increase in default in 1932 and to the exchange 
movements following upon the abandonment of the Gold Standard 
by this country towards the close of 1931, calculations have been 
rendered more involved, and in consequence publication of the 
results of this study has suffered some delay. Nevertheless, as in 
previous articles, an attempt has been made to bring the subject- 
matter up to date by including provisional estimates of the main 
items for 1933. 

The procedure adopted has remained the same as in previous 
years. The securities examined in detail are : 


1. All bonds and stocks of Dominion, Colonial and Foreign 
Governments, States and Municipalities on which interest 
is payable in London ; 

2. All bonds and shares of registered British companies (as 
classified in the Stock Exchange Official Year Book) 
operating entirely or mainly abroad ; 

3. All bonds and shares of Dominion, Colonial and Foreign 
companies registered and operating abroad quoted 
and/or dealt in on the Stock Exchanges of the United 
Kingdom. 


These three categories constitute the main body of British 
investment abroad and at the same time that part which is 
most readily subject to scrutiny and accurate assessment. In 
order, however, to cover the field as far as possible, rough estimates 
have also been made to include the substantial amount of foreign 
securities held in the U.K. but not dealt in regularly in British 
markets, as well as other individual investments (e.g. in property, 
mortgages, etc.) abroad and the oversea assets of British 
companies whose main activities are confined to the United 
Kingdom. 


1 See Economic JouRNAL, September 1931 and June 1932. 
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Estimates are again given of the nominal amount of British 
investments in the three classes of securities specified above, 
and some explanation is offered of the differences that emerge 
in comparison with previous years. No attempt, however, 
is made to relate these differences to the movements of capital 
on long-term account except for estimates of sinking fund and 
maturity repayments. 

The year 1932 is now generally regarded as the year in which 
the depression was definitely checked in the United Kingdom. This 
view finds some support from the results in the present article, which 
indicate that the downward trend of income from oversea invest- 
ments was less marked than in the two preceding years. On the 
one hand, earnings continued to reflect the substantial contraction 
in world trade, and bond interest was further adversely affected 
by budgetary and transfer difficulties resulting in increased default. 
On the other hand, the process of adjusting costs to prices had 
already made considerable headway and enabled many companies 
operating overseas to achieve a profit margin; at the same time, 
abandonment of the Gold Standard in September 1931 afforded 
handsome profits from gold mines and increased the sterling 
income derived from bonds payable in gold currencies. 

Before passing on to detailed results, I should like once more 
to express my appreciation of the support received from Banks 
and Issuing Houses of London as well as from a large number of 
companies, both at home and abroad, whose readiness to supply 
the statistical information required has made it possible to renew 
this study and to improve year by year upon the accuracy of the 
results obtained. 


Group I. 
Dominion, Colonial and Foreign (Government and Municipal) 
Loans. 

As explained in previous articles, interest paid in London, 
tax deducted, is taken to indicate United Kingdom holdings, 
and the amount paid free of tax, foreign holdings. Table I 
shows the results of analysis by this method. 

These percentages apply to a total which in the case of a limited 
number of foreign loans includes not only sterling bonds issued 
in London, but also sterling tranches placed abroad, so that 
the corresponding percentages held in the United Kingdom if 
taken for the former alone would be slightly higher than those 


1 For a full explanation of the use of this method see Economic JouRNAL, 
June 1930. 
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TABLE I 


United Kingdom and Foreign Holdings of Dominion, Colonial 
and Foreign (Government and Municipal) Loans.* 


U.K Foreign 
Dominion and Provincial Governments 88-9% 
Dominion and Colonial 89-0 11-0 
Foreign Governments 54-9 45-1 
Foreign Municipalities : ‘ 74:9 25-1 


in the above table. This, however, does not alter the fact that the 
amount of these loans held abroad is and has been for some years 
very substantial. In consequence (see Table II), British investors 
have in reality suffered less from foreign default than would appear 
from the total of foreign loans outstanding. Indeed, the foreign 
holding is conspicuously large precisely in the case of those bonds 
on which default has occurred.” 

Turning now to a consideration of the actual volume of 
British investments in Dominion, Colonial and Foreign loans, 
the following table shows the nominal amounts at the end of 
1931 and 1932, the income received and the sums remitted 
to meet sinking fund requirements and maturities. 

These figures call for some comment. New Issues in 1932 


TABLE II 
(£000’s.) 
1931. 1932. 
Type of 
i; Security. Repay- Repay- 


Capital. |Income.| nent, | Capital. | Income. ment.® 


Dominion and 
Colonial Gov- 
ernments . | 1,014,826 | 44,145 2,568 | 1,025,408 | 44,997 | 23,740 
Dominion and 
Colonial Muni- 
cipalities 3 88,620 | 4,260 2,939 83,531 3,922 3,061 


Foreign Govern- 


ments . 301,875 | 15,715 | 10,139 289,375 | 11,984 | 12,032 
Foreign Muni- 
cipalities . 35,562 | 1,800 621 33,585 | 1,474 853 


Total . | 1,440,883 | 65,920 | 16,267 | 1,431,899 | 62,377 | 39,686 


1 Although the percentages in the above table are taken to represent United 
Kingdom and foreign holdings, actually they are the proportions of interest paid 
in London, tax deducted and tax free respectively. 

2 It is for this reason that in the case of Foreign Municipal bonds the pro- 
portion of interest paid in London subject to tax deduction has actually risen 
from 747% in 1931 to 74-9% in 1932, in spite of net sales by U.K. investors. 
(See Economic JourNAL, June 1933.) 

3 The figures for repayment include sums received in the case of loans 
redeemed from the proceeds of new issues. 
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for account of Dominion and Colonial Governments amounted 
to £35 million. Repayments, however, amounted to over 
£23 million. And the net increase shown above is even a little 
smaller than the difference between these two figures, indicating 
some net sales of Dominion and Colonial bonds by United King- 
dom holders to investors outside the United Kingdom. At 
the same time it is worth noting that repayments by Dominion 
and Colonial Governments reached an unusually high figure 
in 1932—India alone accounting for nearly £16 million. The 
comparable figures for 1930 and 1931 were respectively £8,288,000 
and £2,568,000. It seems fair to suggest, therefore, that repay- 
ment on this substantial scale was somewhat fortuitous, assisted, 
in fact, in the case of India by an unforeseen export of gold which 
enabled the India Government to accumulate large sterling 
balances in London.} 

As regards Dominion and Colonial Municipal loans, repay- 
ments for the year (£3 million) fell short by £2 million of the re- 
duction in United Kingdom holdings, suggesting that a net transfer 
had taken place from United Kingdom to outside investors.” 

In the absence of new loans to foreign countries during 1932, 
the normal operation of sinking fund payments on existing loans 
would account for a reduction in the British holding of foreign 
Government and Municipal loans. Such reduction has, as the 
figures show, occurred. Moreover, in the case of foreign Municipal 
bonds, sales by United Kingdom investors to foreigners appear 
to have been conspicuous. 

The continuous reduction over the last five years in the nominal 
amount of British capital invested in foreign loans, both absolutely 
and relatively to the amount invested in Empire loans, is shown 
by the following figures : 

TaBLeE III 
British Investment in Empire and Foreign Loans. 
(£000,000’s.) 


Ratio of Foreign 


End of | Empire Loans. | Foreign Loans. Total. Lesns 40 Total. 
1928 1,036 364 1,400 26-:0% 
1929 1,061 351 1,412 24-9 
1930 1,080 357 1,437 24-9 
1931 1,104 337 1,441 23-4 
1932 1,109 323 1,432 22-6 


1 Redemption operations of the Indian Government were also assisted by the 
funds received from a large sterling issue floated in 1932. 

2 It is the practice of Dominion authorities to invest part of the sinking fund 
reserves held against internal debt in Dominion sterling loans. As a result the 
amount of these loans held by them is gradually increasing with the steady rise in 
the internal debt. 
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Thus from 1928 to the end of 1932 the amount invested in 
foreign bonds declined from 26-0 to 22-4 per cent. 

The decline in income resulting from foreign default in 1932 
was only slight in proportion to total income owing to the pre- 
dominance of Empire loans in British oversea investments. 
Thus total income was reduced from £65-9 million in 1931 to 
£62-4 million in 1932, this being entirely accounted for by the 
reduction in income from foreign bonds. It should be borne in 
mind, however, that in subsequent years some decline must also 
be anticipated in the rate of income from Dominion and Colonial 
loans following the extensive conversion operations which eco- 
nomic recovery in the Dominions and conditions prevailing in the 
London Money Market have rendered possible and which are still in 
progress. The average rate of income on Empire loans in 1932 was 
4-4 per cent., as compared with 4-2 per cent. on foreign bonds, 
but of course the average rate of interest on foreign loans, if 
fully remitted, is considerably higher. The next table shows the 
sums in default on foreign loans. 


TABLE IV 


Service in Default since December 1930.1 
(Government and Municipal Loans.) 


(£000’s.) 

Interest. Sinking Fund. Total. 
1931 . 1,453 1,095 2,548 
1932 . 9,044 5,413 14,457 
1933 . 9,544 7,745 17,289 
Total since December 1930 . 20,041 14,253 34,294 


1 These figures relate to total loans outstanding, irrespective of the domicile 
of the holder. 


Thus interest and sinking fund due and unpaid to British 
and other investors since December 1930 amounted to £34-3 
million (interest £20 million; sinking fund £14-3 million). As 
already explained (see p. 367), in view of the substantial foreign 
holdings of these loans the loss to British investors is considerably 
less, amounting to £19-3 million (£11-1 million interest; £8-2 
million sinking fund). The increase in default in 1933 took the 
form chiefly of further suspension of sinking fund rather than 
of interest payments. Incidentally the transfer moratorium 
declared by Germany in July 1933 only affected coupons due in 
the second half of the year; while certain other countries, notably 
Greece, partially resumed interest payments. In view of the 
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economic and financial adjustments that have been made in the 
past few years by a number of countries, and the recent substantial 
improvement in prices, particularly of the primary products of 
debtor countries, it seems possible that further default may not 
be incurred on a large scale, although the German situation 
remains full of uncertainty. 

In spite of the extent of default in 1932, Table IT shows that 
repayments to British investors in respect of all Dominion, 
Colonial and Foreign sterling loans actually increased from 
£16-3 million in 1931 to £39-7 million in 1932. There were, 
however, substantial maturities in 1932, particularly of India 
loans, while among foreign bonds the Brazilian 7} per cent. 
Coffee Loan of 1922 and the Japanese 5 per cent. South Manchurian 
Railway Loan were called for redemption. Repayments in 1933 
are provisionally estimated at £28 million. 


British Commercial Capital Abroad. 


For the sake of convenience this term is applied to United 
Kingdom funds invested abroad otherwise than in Government 
and Municipal loans, though including in some cases securities 
which carry a Government guarantee, such as, for example, 
certain bonds of the Canadian National Railways. 

Following the method hitherto adopted the investments 
falling under this heading are divided into : 


(a) bonds and shares of companies registered in the United 
Kingdom ; 
(b) bonds and shares of companies registered abroad. 


Grovp II. 
British Companies operating Abroad. 


The investments here dealt with consist mainly of capital 
employed abroad under direct British control.? 
Table V below records the nominal amount of British capital 


1 The British holdings in individual companies, covering about 50 per cent. 
of the total capital of some 3,000 companies, have been ascertained, and the 
detailed results are arrived at by carefully selected representative samples. This 
method suffers, however, from certain unavoidable limitations in respect of 
bearer securities, nominee holdings, etc. These have been fully discussed in 
previous articles (see Economic JouRNAL, September 1931). 

2 A British company is considered to be operating abroad if its plant and 
equipment are mainly situated abroad. A number of companies, however, 
particularly among those classified as ‘‘ Commercial, Industrial, etc.,”” do exten- 
sive business both at home and abroad, and possess important fixed assets in 
the United Kingdom and overseas. The larger companies of this nature have 
been covered by these investigations, but no attempt has been made to estimate 
in detail the oversea assets of minor companies. 


TABLE 
Nominal Capital invested in British Companies operating Abroad ; 


Interest and Dividends received and Loan Capital repaid? (£000’s). 
Share Capital. Loan Capital. 
Divi- Inter- | Repay- 
Amount. | dends, | Amount. | “ost, 
1931. 
Dominion and Colonial Rails ; 1,600 54 27,300 1,448 31 
Indian Rails 20,900 1,768 43,200 1,583 95 
Indian Rail Annuities . 25,600 1,272 1,156 
American Rails . i : 800 37 800 32 —_ 
Foreign Rails . F - | 221,200 4,004 | 173,500 | 5,819 148 
Breweries . 4,700 320 800 38 
Canals and Docks 1,400 2,200 145 15 
Commercial and Industrial . 65,600 1,924 20,600 712 478 
Electric Light and Power . 7,800 608 6,900 316 153 
Financial, Land and Investmt. 85,900 2,322 27,300 1,114 394 
as. 9,000 1,002 1,300 61 37 
Tron, Coal and Steel . - 7,600 196 2,100 87 153 
Mines ° 72,600 1,864 11,800 584 54 
Nitrates . 3,400 1,700 105 200 
Oil. - | 107,500 | 11,306 12,900 639 456 
Rubber 82,000 218 “5,700 |~ 157 60 
Shipping . 12,000 482 6,300 313 308 
Tea and Coffee . . ‘ 38,600 1,735 2,600 122 26 
Telegraphs and Telephones . 23,900 1,657 4,300 190 61 
Tramways . = 15,500 296 18,700 612 860 
Waterworks 4,500 203 1,900 102 215 
Total . - . | 812,800 | 33,296 | 397,500 | 15,451 | 4,900 
1932. 
Dominion and Colonial Rails 1,600 — 27,300 1,415 40 
Indian Rails 20,900 1,872 43,200 1,581 
Indian Rail Annuities . ; — — 24,300 1,138 1,290 
American Rails . 800 44 800 32 
Foreign Rails : ‘ - | 221,200 2,220 | 173,100 4,769 225 
Breweries . 4,700 377 600 38 270 
Canals and Docks 1,400 2,300 145 — 
Commercial and Industrial . 65,600 2,154 19,800 545 761 
Electric Light and Power. 7,900 572 6,600 295 265 
Financial, Land and Investmt. 86,000 1,534 26,900 1,056 433 
as. 11,700 1,263 1,300 89 3418 
Tron, Coal and Steel . F 7,600 136 2,100 62 — 
Mines. 72,500 2,292 7,300 534 59 
Nitrates . ‘ 3,400 1,700 
Oil. - | 108,600 | 10,170 12,400 618 501 
Rubber 81,300 200 5,600 140 54 
Shipping . . . | 12,100 457 6,000 213 339 
Tea and Coffee . 38,600 1,226 2,600 107 26 
Telegraphs and Telephones . 23,900 1,744 4,300 181 7 
Tramways . 15,500 337 18,500 425 148 
Waterworks 4,600 309 1,900 101 17 
Total . < - | 816,200 | 29,029 | 388,600 | 13,484 4,776 
1 In this table the estimates of income represent dividends distributed and 
interest paid to British investors. For the purpose of calculations of the U.K. 
balance of payments, therefore, these figures would have to be supplemented 
by additional remittances effected by these companies to cover Head Office and 
other U.K. expenses or appropriations, or alternatively reduced by the amount 
of any outward remittances in cases where reserves invested in the U.K. have 
been drawn upon to meet expenses abroad. 
2 Repayments in this table, as also in Table VI, are the actual sums repaid as 
distinct from the nominal amounts. 
8 Of this, £300,000 represents repayments of Share Capital. 
371 
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invested abroad in various classes of enterprise. No deduction, 
however, has been made for the value of certain capital assets 
at home such as Head Office buildings in London possessed by 
some of the concerns in question. 

Without new issues on any noticeable scale little change is to 
be expected in the nominal amounts held by British investors in 
the above securities since foreign holdings seldom exceed 1 per cent., 
the high rate of British income tax being a strong deterrent 
to would-be foreign purchasers of these stocks and bonds. The 
slight decline in the amount of loan capital outstanding reflects 
the automatic operation of sinking fund payments and maturities 
in 1932 as well as a certain amount of writing down of nominal 
values.t 

Dividends received in 1932 declined by a further £4-3 million, 
the categories chiefly affected being Foreign Rails and Banks. 
Declines, however, were not as general as in 1931, payments 
being well maintained among the miscellaneous companies 
included under “ Commercial, Industrial, etc.,’”’ while Mining 
dividends in 1932 already showed the effect of the increase in the 
sterling price of gold.? 

The following figures, which also include a provisional estimate 
for 1933, illustrate the trend of dividend payments by British 
companies operating overseas. 


Dividend Payments of British Companies Abroad. 


Amount of Dividend. | Percentage of Capital. 


1929 £67,674,000 8:4% 
1931 33,296,000 4-1 
1932 29,029,000 3-6 
1933 (provisional) 27,100,000 3-3 


The provisional estimate for 1933 indicates a further decline 
of about £1-9 million in spite of the improvement in business 
activity. As already pointed out, the improved earnings of 
1933 should be reflected in substantially greater dividends during 
1934.3 The higher prices obtaining for Tin, Tea and Rubber 


1 In many instances drastic reorganisation was accompanied by exchange of 
debentures into shares of lower par value. 

2 In important sections of the above table the rate of dividend declined be- 
tween 1931 and 1932 as follows: Foreign Rails from 1-8 to 1-0 per cent.; Financial, 
Land and Investment 2-7 to 1:8 per cent.; Oil 10-5 to 9:4 per cent.; Banks 
12-5 to 8-1 per cent. On the other hand, increases occurred in the following : 
Mines 2-6 to 3-2 per cent.; Commercial and Industrial 2-9 to 3-3 per cent. 

3 From the point of view of the balance of payments, net remittances to the 
U.K. arising from the activities of British companies abroad were already more 
favourable in 1933 than in 1932, in spite of the decline in dividend payments. 
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during 1933 will, in many instances, make possible the resumption 
or increase of dividend payments. 

Interest on loan capital in 1932 was severely affected by 
transfer difficulties. Interest on the debentures of foreign rails 
declined from £5-8 million in 1931 to £4-8 million in 1932. Asa 
result of default, non-transfer and conversion, the average income 
from the bonds and debentures of registered British companies 
operating abroad has declined from 4-8 per cent. in 1929 to 
3°5 per cent. in 1932, 7.e. by about 25 per cent. 


Grovp III. 
Companies registered Overseas. 

This section covers -British investment in the shares and 
bonds of Dominion and foreign companies (i.e. companies registered 
overseas) dealt in on the Stock Exchanges of the United Kingdom.! 
The degree in which these companies are financed by British 
capital varies considerably, some being virtually -British-owned 
and controlled, while in other instances British participation 
is insignificant, as, for example, in the case of American Railroad 
companies. Unlike those dealt with in the previous section, 
many of the securities classified in Table VI below are quoted 
in a number of foreign centres, and mostly in New York, Paris 
and Amsterdam.? It follows that in a year of active Stock 
Exchange dealings, a considerable change may occur in the total 
amount held in the United Kingdom. Unfortunately, owing to 
the predominance of bearer securities in the case of foreign 
companies, a high degree of accuracy is not attainable in estimating 
British holdings in securities of this class. 

For this reason and also because the samples obtained are 
necessarily less representative than those for British companies, 
it would be unsafe to attempt to draw detailed conclusions as to 
the changes that may have taken place in British shareholdings 
by comparing the totals obtained from year to year.* The 
main part of the estimated decline in British holdings from 
£375 million in 1931 to £344 million in 1932 is, however, un- 
doubtedly attributable to (a) the drastic writing down of capital 
and (b) to the considerably lower balance sheet values of shares 
of no par value. 

1 British holdings of ‘“‘ unquoted”’ shares and bonds are included in a rough 
estimate of all other forms of foreign investment given on a later page. 

2 South African mining shares and the securities of American railways and 
public utilities, Canadian power companies, etc., are conspicuous in this category, 


3 These considerations do not apply with equal force to changes in income 
since these are influenced chiefly by the reduction or increase in earnings. 
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TABLE VI 


Nominal Capital invested in Foreign and Colonial Companies ; 
Interest and Dividends received and Loan Capital repaid. 


(£000’s.) 
Share Capital. Loan Capital. 
Nominal} Divi- | Nominal] Inter- | Repay- 
Amount. | dends. | Amount. est. ment. 
1931. 

Dominion and Colonial Rails 60,000 3,543 | 160,800 6,559 240 
American Rails . ‘i ‘ 18,000 1,014 9,500 412 165 
Banks «| 1,837 18,000 1,158 282 

Canals and Docks R 1,600 1,539 2,500 22 _ 
Commercial and Industrial : 70,200 5,115°* | 25,300 1,600 799 
Electric Light and Power . 13,300 956 32,200 1,701 1,097 
Financial, Land and Investmt. | 24,600 656 25,100 1,370 485 
Tron, Coal and — 5 é 13,000 560 8,900 474 161 
Mines ‘ . | 68,200 4,008 4,100 273 241 
Nitrates . 3,000 — 5,000 271 241 
Oil . | 24,500 566 — 204 
Ship pping 3 5,400 298 800 51 42 
Telegraphs and Telephones : 5,900 422 12,400 570 496 
Tramways . 9,500 501 11,500 531 158 
Foreign Rails ‘ ‘ ) 65,400 3,096 974 

Gas 29,7002] } 11,6392 400 22 

Waterworks J 1,800 81 _ 
Total . ; . | 375,500 | 22,654 | 383,700 | 18,192 5,585 

1932. 

Dominion and Colonial Rails 62,500 1,616 | 159,600 7,088 227 

American Rails . . | 18,200 308 9,700 571 — 
Banks . | 25,600 1,472 18,000 862 258 

Breweries . 1,300 24 100 5 

Canals and Docks 1,600 1,946 2,800 1 — 
Commercial and Industrial, 63,700 5,613 24,400 1,321 602 
Electric Light and Power . | 15,200 1,023 30,700 1,536 1,095 
Financial, Land and Investmt. | 26,800 626 25,000 1,013 393 
Tron, Coal and 6,800 198 10,000 506 62 
Mines . | 56,800 6,975 6,600 462 76 
Nitrates 3,000 5,300 226 78 
Oil. . | 20,300 140 208 
Shipping ‘ 6,600 342 800 47 52 
Telegraphs and Telephones F 6,000 494 10,000 558 31 
Tramways . ‘ > 10,600 113 11,200 549 12 
Foreign Rails 60,600 2,340 425 

Gas . ‘ | 7 19,0002] } 1,225 1 400 22 
Waterworks 6 52 
Total . P . | 344,000 | 22,115 | 375,200 | 17,113 3,571 


1 Owing to great preponderance of bearer securities in the categories Foreign 
Rails, Gas and Waterworks, the estimates for share capital and dividends in 
these three sections are only approximations. 


Dividends received by British investors in 1932 showed little 
change on balance from those of the previous year, although there 
were some important changes in individual categories. The 


1934] BRITISH OVERSEAS INVESTMENTS IN 1932 AND 1933 3875 


slump in railway traffic receipts was reflected in a sharp decline 
in distributions by American and Canadian railway companies, 
while dividends from investments in foreign and colonial banks 
also showed the effects of the depression. On the other hand, 
American and Canadian dividends were higher in terms of sterling 
in consequence of the depreciation of the pound, while Mining 
dividends increased by £3 million as a result of the higher price 
of gold.1 The following figures illustrate the trend over the last 
five years of dividends accruing to British investors from holdings 
in foreign and colonial companies. 


Dividends on British Holdings in Foreign and Colonial 


Companies. 
Amount of Dividends Percentage of 

received. Capital. 
1933 (provisional estimate) 226 6-6 


In spite of the fact that remittances in respect of Gold-mining 
shares are estimated to have increased by £3 million and although 
dividend payments were resumed on other classes of capital in 
1933, the provisional estimate for that year indicates little change 
on balance. To a large extent this is, of course, due to the fact 
that dividend payments in 1933 reflect the earnings of the previous 
year, but a further important consideration was the loss to 
Britain of the benefit of sterling depreciation after the abandon- 
ment of the Gold Standard by the United States and the sub- 
sequent depreciation of the American and Canadian dollars. 

The decline in the rate of dividend from 9-6 per cent. in 1929 
to 6-6 per cent. in 1933 was not as great as the corresponding 
decline from 8-4 to 3-3 per cent. in the case of registered British 
companies (see p. 372). The latter, particularly Tea and Rubber 
producers, felt the incidence of depression rather earlier and more 
severely than foreign companies; but, as a result of the adjust- 


1 In individual sections of the above table, the rate of dividend declined 
between 1931 and 1932 as follows: Dominion and Colonial Rails from 5-9 to 
2-6 per cent.; Oil 2-3 to 0-7 per cent.; Banks 6-4 to 5-7 per cent.; and Tram- 
ways 5:3 to 1-1 per cent. On the other hand, increases occurred as follows : 
Commercial and Industrial 7-3 to 9:0 per cent.; Mines 5-8 to 12:3 per cent.; 
Canals and Docks 96 to 122 per cent. 

2 The final estimate for 1932 is larger than the provisional estimate con- 
tained in a previous article, the benefit from the higher price of gold having 
been greater than anticipated. 
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ments they have been able to make, are now in a better position 
to take advantage of an improvement in general conditions. 
For this reason a more rapid recovery in dividends may be 
expected in the case of British companies in the near future. 

As regards interest on Loan Capital, Table VI shows that 
the favourable effect of exchange depreciation on sterling income 
from abroad was insufficient to offset the extension of default in 
1932; there was a decline of about £1 million in this item. In 
this connection it is worth noting that the benefit of exchange 
depreciation was smaller in the case of bonds than of shares, as 
the indebtedness of the companies in question consisted largely 
of sterling loans. The effect of default in respect of suspension 
of sinking fund operations and postponement of maturities was 
both percentually and absolutely much greater in 1932. 


SUMMARY. 


In the following table the complete results for 1932 are sum- 
marised and compared with those of previous years : 


TasBLE VII 


Nominal Amount of British Oversea Investment in Quoted 
Securities ; Interest and Dividends received and Loan Capital 


Repaid. 
(£000’s.) 
Capital. | Income. | Repay- 
ment. 
1930. 
Foreign, Dominion and Colonial Governments 
and Municipalities . . | 1,437,000 | 64,666 19,681 
British Companies Abroad . 5 * . | 1,205,000 | 76,466 9,555 
Foreign and Colonial Companies . - f 783,000 | 51,043 9,697 
Total . . | 3,425,000 | 192,175 38,933 
1931. 
Foreign, Dominion and Colonial Governments 
and Municipalities . ; E ‘ . | 1,441,000 | 65,920 16,267 
British Companies Abroad . . : . | 1,210,000 | 48,747 4,900 
Foreign and Colonial Companies . : ' 759,000 | 40,846 5,585 
Total . | 3,410,000 | 155,513 26,752 
1932. 
Foreign, Dominion and Colonial Governments 
and Municipalities . : ; : . | 1,432,000 | 62,377 39,686 
British Companies Abroad . ‘ , . | 1,204,000 | 42,513 4,776 
Foreign and Colonial Companies . é re 719,000 | 39,228 3,571 
Total . : ; . | 3,855,000 | 144,118 48,033 
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Income from British Overseas Investments. 


In the previous table the nominal amount of British capital 
invested abroad in negotiable securities at December 1932 is 
put at £3,355 million. The income obtained by way of interest 
and dividends received is estimated to have been £144! million 
in 1932, equivalent to an average return of 4-3 per cent. To this 
must be added the amount derived from investments not included 
in the table, +.e. such as investments in property, mortgages, 
etc., and securities not dealt in on the London market. The 
amount of these investments in terms of nominal values was 
roughly estimated at £290 million in 1931, consisting largely 
of security holdings by Investment Trusts and Insurance Com- 
panies. An examination of the investment lists of a number of the 
former shows that during 1932 advantage was taken of the depre- 
ciation in sterling to effect a reduction in holdings of foreign 
and domestic dollar bonds; although this was to some extent 
offset by the acquisition of Australian dollar bonds yielding 
substantially more than the corresponding sterling issues. Pend- 
ing a thorough examination, the amount of these investments at 
December 1932 is approximately estimated at £285 million.* 


VIII 
Income from British Oversea Investments 1929-33.° 


1929. | 1930. | 1931. | 1932. | 1933. 


Foreign, Dominion and Colonial Gov- 
ernments and Municipalities . 64-7 64-7 65-9 62-4 62-5 
British Companies (registered in the 
U.K.) 86-0 76-5 42-5 40-6 


Foreign and Colonial Companies (re- 


gistered abroad) . 61-7 51-0 40:8 39-2 39-6 

Other Investments 4 (not vovered by 
above) ‘ | 18-5 16-8 13-2 12-3 12-2 
Total = 2 3 - | 230-9 | 209-0 | 168-7 | 156-4 | 154-9 


The forecast of £154-9 million for 1933, based on the estimate 
of British Oversea Investments as at December 1932, indicates 


1 This figure does not allow for remittances to meet Head Office expenses 
or for receipts or outgoings in connection with allocations to or drafts on reserves. 

2 No great accuracy is claimed for this figure, since it is intended to cover 
not only security investments but also a large number of miscellaneous oversea 
assets of companies and individuals to which in any case a nominal value can 
only be somewhat arbitrarily assigned. 

3 The figures for 1933 are provisional estimates. 

4 The average rate of income derived from these investments is assumed to 
be the same as that obtained from negotiable securities. 
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that the decline in the income from these investments during 
the past five years has now almost been checked and that for 
reasons given below it is probable that it reached its lowest level 
in 1933. It is remarkable that even in that year the average 
rate of income still appears to have been as high as 4:3 per cent., 
compared with an average rate of 6-17 per cent. in 1929 :-— 


Average Rate of Income on Long-Term Investments. 


Amount of Income. | Percentage of Capital. 
1929 . | £280-9 million 
1933 (provisional) . 154-9, 4:26 


This is due to the fact that of a total of £3,355 million of 
British capital invested in negotiable securities, £2,195 million, 
or very nearly two-thirds, consist of bonds and debentures, and 
although default has reduced the interest normally obtained 
on these bonds, the reduction is small compared with the decline 
in receipts arising from equity stocks. For 1934 the prospects 
of a greater income seem favourable. In spite of increasing 
trade restrictions, the decline in world trade has been partially 
checked, a greater degree of currency stability 1 has been attained 
and a substantial rise has occurred in the prices of important 
primary commodities produced by British companies abroad.? 
Thus not only has an increase in earnings been made possible, 
but the external indebtedness of many countries has at the same 
time been rendered less burdensome. 

The outlook for an improved rate of income from oversea 
investments is undoubtedly better. On the other hand, the 
reduction in that part of these investments consisting of loan 
capital must through the operation of sinking fund and maturity 
repayments, together with the increasing repurchase by foreign 
nationals, continue until Dominion and foreign lending is resumed 


1 The extent to which de facto stabilisation already exists is insufficiently 
realised by many who persistently advocate the stabilisation of the pound. The 
sterling area now comprises the Crown Colonies, Egypt, India, Australia and 
New Zealand, South Africa, the Scandinavian countries and the Argentine. 
Moreover, through the operations of the Exchange Equalisation Account a close 
relation has also been maintained between the gold currencies and the pound 
during the past six months. 

2 With the increase in earnings it is becoming the general practice to place 
a larger proportion of net profits to reserve and consequently dividend payments 
will not fully reflect the improvement. 
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on an appropriate scale. The modification of Britain’s creditor 
position is illustrated by the following figures . 


British Subscription Repayment to the 
to New Oversea Issues.1} United Kingdom. 


1929 . £96 million £49 million 
1933 (provisional) . 50 ss 


Thus, in addition to the moderate repatriation of capital 
through the sale of dollar bonds, etc., during the last two years, 
repayments alone by way of sinking funds and maturities have 
actually exceeded new oversea issues.2, To some extent, no 
doubt, the incidence of the Treasury ban on foreign loans has 
been responsible for this trend, but even in the absence of this 
embargo, the flotation of new foreign issues is for obvious reasons 
hardly practicable at the moment. Moreover, although Britain’s 
fiscal policy and the abandonment of the Gold Standard were 
effective in eliminating the adverse balances of 1931 and 1932, 
the improvement in domestic trade has necessitated larger imports 
of raw materials, with the result that the balance of payments has 
probably resumed its adverse tendency. While for the moment 
this is being met by an increase of foreign and Dominion sight 
deposits in London, there is nevertheless a certain danger that a 
persistently adverse balance may create conditions favouring 
further repatriation of long-term capital in addition to the 
normal reduction in total investments through sinking fund and 


maturity repayments. 
RoBert KINDERSLEY 


1 The figures exclude conversions, but not new issues, the proceeds of which 
have been used wholly or in part to effect redemption, as such repayments are 
already included in Table IT. 

2 Repayments in 1933 were, however, exceptionally heavy. 


> 
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FURTHER DATA ON THE NATIONAL INCOME 


Tue determination of the national income is not unlike the 
tracing of an asymptotic curve in geometry, where the exact 
straight line can never be attained, but where we are constantly 
approaching nearer to it; with the further proviso that after a 
certain stage further investigation must yield diminishing returns. 
But we are nowhere near that yet. 

The Census of England and Wales (1931) Occupation Tables, 
the Occupations and Industries volume of the Census of Scotland, 
final reports on some industries from the 1930 Census of Production 
and provisional reports on the others, reports on the Agricultural 
Output of England and Wales and of Scotland, and the 76th 
Report of the Commissioners of Inland Revenue, all recently 
published, make it possible to bring all the basic information 
about the National Income up to date as far as 1931, and to 
prepare a good (but not yet final) estimate for that year. Then 
basing ourselves on this foundation we can carry forward approxi- 
mate estimates of the National Income up to the present day, 
with some interesting results. 

The economist may still grumble at the delays in the publication 
of the above documents, which have only just now made available 
information relating to the years 1930 and 1931. But there has 
been some speeding up during the last few years, as compared 
with, say, the publication of the 1924 Census of Production, for 
which we are all grateful. 

Statistics of income tax assessments are now far more com- 
prehensive than they have ever been before. The Finance Act 
(No. 2) of 1931, passed during the week of crisis which preceded 
Britain’s departure from the gold standard, enacted among other 
provisions the lowering of the exemption limit for earned income 
to £125. This provision, though it must have been the despair 
of Inspectors of Taxes, has been of enormous advantage 
statistically. It has meant that the incomes of practically all 
salary earners and entrepreneurs have been brought within the 
net of assessment, even though the great majority of the small 
incomes are entirely exempted from tax by the operation of 
rebates and allowances. 

One other change in methods of calculation will be made in 
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this article, namely, with regard to incomes from agriculture. 
The farmer alone of all classes is exempted from making a full 
return of his income, and is assessed on a conventional assessment 
which in fact seriously under-states his net earnings. As we can 
get full information from direct sources about the value of the 
net output of agriculture, figures of wages, rents, and profits 
earned in agriculture will not be included in the calculation of 
the national income as such. 

The number of persons assessed to income tax under the 
operation of the present exemption limit was 8,200,000 in 1931-2 
and 8,000,000 in 1932-3. This decline is accounted for by the 
falling assessments on wage-earners, and the number of non- 
wage-earners assessed may be taken at approximately 5} millions. 
The great majority of these are under Schedules D and E (profits 
and salaries), in which schedules the assessments of 1932-3 
represent on the whole the incomes earned in the year 1931. 

Omitting assessments on wage-earners and on farmers, 
assessable income earned in 1931 (Actual Income in the Inland 
Revenue report) is given as £2,031 million. This includes certain 
rents and tithes obtained from agriculture. The Ministry of 
Agriculture give £36-7 million as the gross rent of agricultural 
land in England and Wales for 1931. Reducing this to a net 
rent basis we get approximately £30 million for England and 
Wales, or £36 million for the U.K. To this should be added 
£3 million of tithe, giving £39 million. 

The total of assessable income which forms our starting-point 
is therefore £1,992 million. We may deduct £120 million for 
unclaimed losses (which were clearly much higher than in 1928) 
and add £50 million for evasion and £40 million for the incomes of 
charities, etc. Rates and social insurance paid by employers, 
allowed as deductions before their incomes are assessed to tax, 
have been estimated at £115 million, and the amounts written 
off stocks of goods (also reckoned as a deduction for income tax 
purposes but not for national income calculations) at approxi- 
mately £100. Government income from Post Office profits 
and international transactions was £27 million. Deductions 
must be made on account of interest payments on the National 
Debt (£259 million) and income due to foreigners (£25 million). 
We thus obtain a total non-agricultural income of £1,920 million. 

The net output of agriculture may be calculated as follows. 
The value of agricultural produce sold off farms was returned as 
£240-4 million for Great Britain for 1930-1, or £252 million 
approximately for the United Kingdom. From this we must 

No. 175.—vou. cc 
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deduct the materials purchased from outside the agricultural 
industry. 

Assuming that half the barley imports, three-quarters of the 
oats imports, and the whole of the maize imports are for 
agricultural use, we have the following figures for 1931 : 


Materials purchased by Agriculture, 1930-1. 


Imports. (£m.) Home Production. (£m.) 
Feeding stuffs . . 20-0 | Fertilisers 50 
Store and breeding cattle . 84 
24:5 

31-0 


1 Including the net values added by milling. 


This gives a total of £55-5 million. We may add 15 per cent. 
for the cost of transport and merchanting, giving £64 million, 
which we may raise to £70 million to include all other minor 
expenses of production which represent payments outside the 
industry. 

We thus have a net output of agriculture of £182 million, 
which is distributed as follows (see below for wage total) : 


Distribution of the Product of Agriculture, 1930-1. 


£m. 
Gross rent ; . 
Wages . ‘ . 66 
Farmers’ profits . . 70 


The farmers’ profits represent an average income of about 
£2 8s. per acre of crops and grass before providing for writing 
down of stock against falling prices. It seems fairly clear that 
farmers’ profits are now higher than in 1931. 

Our total of income is now £2,102 million. We have included 
approximately 5,250,000 assessable incomes, excluding all wage- 
earners. We must add to this some 100,000 to represent small 
farmers who are not at present assessed at all, and 250,000 for 
married women engaged in salaried and business occupations. 
(Married women are not counted as separate incomes in the 
totals.) For comparison with the statistics of occupied population, 
we thus have a total of 5,600,000 incomes included in the 
assessments. 

No satisfactory estimate is available of the number of 
unoccupied and retired persons in receipt of independent incomes 
above the tax exemption limit. There are over 100,000 
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unoccupied men between the ages of 21 and 65 (excluding 
students). One hundred and seventy thousand men below the age 
of 65 are described as retired, and 735,000 men of 65 and over are 
described as unoccupied and retired, in Great Britain: 680,000 
men of 65 and over were still in occupations. An analysis of 
these men over 65 who are still “ occupied ” is of some interest : 
20 per cent. are unemployed, 30 per cent. are in managerial 
positions, 8 per cent. are clerical and professional workers, 9 per 
cent. agricultural workers, and the remainder manual workers 
in industry. 

It is clear from the above that some 65 per cent. of these will be 
claimants for old age pensions, or 440,000. The total number of 
old age pensions paid to men in Great Britain in 1931 was just over 
1,000,000. It thus appears that of the 735,000 unoccupied men 
over 65, some 175,000 were non-claimants for pensions, and the 
majority of these were probably in possession of incomes of over 
£100 a year (the exemption limit for unearned income). 

Some of those in receipt of old age pensions will also be in 
possession of incomes from other sources, but the numbers in 
receipt of an assessable income will be small. Pensions at 
reduced rates are paid to claimants under the Old Age Pensions 
Acts who are in possession of means above a certain amount, 
but these are paid to only 3 per cent. of the claimants. The 
income limit at which the reduced pension rates begin to 
operate is not very far removed from the income tax assessment 
limit. 

The maximum number of incomes of unoccupied men which 
have been included in the tax assessments will be : 


Unoccupied men under . 100,000 
Retired men under 65 . ; : . 170,000 
Men over 65 not claiming pension . . 175,000 
Pensioners with means . ; ; . 40,000 

485,000 


The numbers involved are probably about 400,000, or 2-6 per cent. 
of the adult (over 21) male population. 

For unoccupied females it is even more difficult to make an 
estimate. The private incomes of unoccupied married females 
are assessed with those of their husbands. The number of adult 
females unmarried or widowed is 6,226,000, and we can assume 
that a rather smaller proportion of these—perhaps 2 per cent.— 
are in receipt of independent assessable incomes. 

The number of unoccupied persons assessed to income tax in 
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the U.K. is thus of the order of magnitude of 530,000. The 
figure of £2,102 million, given previously, thus covers the incomes 
of some 5,050,000 occupied persons. 

The scope of the Inland Revenue statistics enables us to 
obtain comprehensive and accurate totals of the incomes of all 
classes except wage-earners. For the incomes of wage-earners, 
the Inland Revenue assessments cover only about a third of their 
numbers, and also, as the majority of those assessed are not, 
in fact, liable to tax, the statistics are perhaps not so carefully 
and comprehensively prepared as they are in the case of the 
incomes of salary-earners and business men. As good statistics 
about wages can be obtained from other sources, the assessments 
on wage-earners have been omitted from the Inland Revenue 
totals. 

It should be noted that for statistical purposes the Inland 
Revenue regard shop-assistants, clerks and workers of similar 
status as salary-earners. This point had, I think, escaped the 
notice both of Dr. Bowley and myself in previous work, and is 
responsible for considerable ambiguities in the wage totals. 

The Inland Revenue statistics are therefore considered our 
source of information for the incomes of all salary-earners and 
entrepreneurs down to £125 per annum, and from knowledge 
of the frequency distribution of the incomes of small independent 
workers and of the lower-paid salary-earners we shall be able 
to make a fairly good estimate for the earnings of those receiving 
below £125 per annum in these classes. 

The 1931 Census of Population has introduced one considerable 
change in classification of industrial status. Hitherto the 
classification has been into employers, employees and workers 
on own account. Reflection will show that this leaves ambiguous 
the position of a large and increasing number of managers of 
shops, factory departments, etc., who are technically employed 
by a company but whose status is almost exactly the same as that 
of an independent employer. The Census authorities, therefore, 
are no longer attempting to separate employers from managers, 
but have created the two new grades of Managerial and Operative 
persons. These terms are considered to be self-explanatory. 

We may begin by effecting a classification on these lines of 
the occupied employed population of Great Britain as given by the 
Census of 1931. In this Census, for the first time, those out of 
work on the date of the Census are tabulated separately. We 
may divide the class of operatives into three. First, all the 
clerical, professional and commercial workers—the class which 
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is vulgarly but precisely defined as the white-collar class—who 
are described as salaried workers for statistical purposes. Secondly, 
workers in agriculture and fishery. Thirdly, all other manual 
workers. 

The totals for Great Britain are as follows : 


Occupied Population of Great Britain, April 1931. 


(000’s.) 
Males. Females. 
Managerial A : 1,028 152 
Working on own account . . 3 921 351 
Clerical, commercial and professional workers : i 2,207 1,491 
Agriculture and fishing 892 44 
Other manual workers 8,035 3,678 
Unemployed (not included above) 1,968 557 


1 Including some 250,000 men not shown in the Census owing to absence 
abroad with the Forces or in the Merchant Service. 

The first three classes total 6,150,000, or say 6,320,000 for U.K. 
Of these, 5,050,000 have already been included in the income 
tax assessments, leaving some 1,270,000 to be accounted for. 

We may assume that virtually the whole of the managerial 
class is in receipt of incomes above £125. But we shall have some 
check on our calculation if we can make independent estimates 
of the numbers of people with incomes below £125 in the next 
two classes. 

The numbers working on their own account, excluding 
smallholders, whose incomes have been reckoned by the net 
output method, total some 1,100,000, or 5:2 per cent. of the 
occupied population. An inquiry by sample into the earnings 
of independent workers was made in the course of the Social 
Survey of Merseyside, and the results were published by Mr. H. J. 
H. Parker (J.R.S.S., 1932). The independent workers included 
represented 9 per cent. of the working-class population : but in 
the Survey the definition was different from the Census definition 
(cf. Social Survey of Merseyside, Vol. II., p. 218). The Survey 
sample of 1 in 30 gave the incomes of 625 independent workers, 
excluding all those estimated to have incomes over £5 per week. 
The estimated number of independent workers (by the Census 
definition) in the Merseyside area in 1931 was 28,000, so it appears 
that over a third of the independent workers earned above the 
Survey income limit of £5. 

Of the independent workers in England and Wales in 1931, 
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27 per cent. were shopkeepers and 5 per cent. were hawkers. 
Reweighting Mr. Parker’s figures as between shopkeepers, 
hawkers and other workers, and assuming that 35 per cent. 
earned over £5 a week, we get the following income-distribution : 


Earnings of Self-Employers (Merseyside Area). £ p.a. 


Under £78 yj. ‘ 228% 
Over £78 and under £156 . ‘ . 24-6 
Over £156 and under £260 ‘ . 176 
Over £260 : . 35-0 


Some 40 per cent. of the total number appear to earn less than 
£125, with an average income of £72. 

Applying these figures nationally, we obtain a total of 440,000 
persons, with an aggregate income of £32 million, outside the 
scope of assessment. There remain some 830,000 workers still 
to be accounted for, out of the 3? millions of clerical, commercial, 
etc., operatives. 

Data concerning the frequency distribution of salaries were 
collected by Prof. Bowley in 1924. Unfortunately there is 
very little homogeneity between different sections of this large 
class of ‘“‘ salary-earners.” The proportion receiving less than 
£125 varied, among males, between 3 per cent. for teachers and 
7 per cent. for insurance clerks, to 15 per cent. for industrial 
clerks and 21 per cent. for commercial clerks. For male shop- 
assistants, the Ministry of Labour inquiry of 1925 into earnings in 
the drapery, grocery and butchery trades showed in each case that 
approximately 45 per cent. were receiving under £125 per annum. 

For female salary-earners the percentages ranged from 10 per 
cent. among bank clerks and 14 per cent. among teachers to 74 and 
72 per cent. among industrial and commercial clerks respectively. 
For female shop-assistants the above inquiry showed 90-95 per 
cent. receiving below £125. 

Of the male “‘ salary-earners ”’ as defined for this investigation, 
20 per cent. were shop-assistants and 25 per cent. were professional 
men of whom practically all were receiving over £125 a year. 
The remainder probably came within the range covered by 
Professor Bowley’s investigation. For females the proportions 
were shop-assistants 30 per cent. and professional occupations 
(including teaching) 30 per cent. 

In the range of occupations (other than teaching) covered by 
Professor Bowley’s investigation, the median percentage of 
males below £125 was 14, and for females 54. Assuming that 
in the professional occupations 15 per cent. of the females and 
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none of the males received under £125, and using the above 
figures for shop-assistants, we get for the whole class of salary- 
earners a weighted average of 17 per cent. of the males and 54 per 
cent. of the females in receipt of less than £125. This gives 
a total of approximately 1,200,000 as against the 830,000 
anticipated. 

This error is in the right direction. It shows the income 
tax statistics to be more comprehensive than might have been 
anticipated from independent data of the frequency distribution 
of small salaries and profits. This discrepancy represents, so 
far as can be seen, the income of men whose earnings are 
below £125, who are brought within the scope of assessment 
owing to their having in addition some small income from 
property, or by the earnings of their wives. The amount of 
income involved is about £40 million. Sir Josiah Stamp, working 
by a quite different method, gives £35 million (+ £5 million) for 
1924 as the amount of incomes below the. then exemption limit 
(£150) brought into the scope of assessment by ownership of 
property, etc. 

We shall therefore retain the figure of 830,000, as we may take 
it that the outstanding £40 million of income has already been 
included in the tax assessments. 

A study of the frequency distributions given by Professor 
Bowley indicates approximately £70 as the average earnings of 
males in this class (under £125) and £92 of females. That the 
average for females should be higher than for males isaninteresting 
statistical paradox, which can, however, be readily explained 
(cf. Bowley and Stamp, loc. cit.). The weighted average is £85 
and the aggregate income £71 million. 

To our previous total of £2,102 million, we must now add 


£m. 
Profits below exemption limit . . 32 
Property! _,, . 35 


giving a total of £2,240 million. This represents the whole 
national income other than wage-earnings. 

An inquiry conducted by the Ministry of Labour in conjunction 
with the 1930 Census of Production is giving us the aggregate 
wage-bill of a large sample of firms in each industry for the 
year 1930, and also the actual average earnings (i.e. allowing 
for short time) of male and female workers in the various industries 


1 cf. Inland Revenue Report. 
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in a certain week in October 1931. The scope of this inquiry 
is conveniently defined so as to include only manual workers, 
i.e. it does not overlap with the Inland Revenue statistics of 
salaries. Unfortunately, however, the Census of Production only 
covers manufacture, mining, and building, employing only some 
six and a half million manual workers out of over twelve million 
manual workers (defined as above) shown by the 1931 Census. 

Other data must therefore be sought with regard to the 
earnings of approximately six million manual workers in non- 
industrial employment (transport, domestic service, agriculture, 
etc.). We must first of all define our numbers exactly by a 
comparison between the Census of Production and the Census 
of Population figures. The provisional returns from the 1930 
Census of Production show 6,784,000 workers. Firms employing 
ten or fewer workers were excluded, and on the basis of the 
1924 returns this is estimated to represent a 6-56 per cent. 
deficiency. Returns were also outstanding from firms employing 
165,000 workers, or 2-31 per cent. of the total, in 1924. An 
addition of 8-87 per cent. should be, therefore, made to the 
published figures for 1930. 

In order to make comparisons between the Census of April 
1931 and returns showing (on the whole) average employment 
figures for the year 1930, we must take into account the fact 
that the total amount of industrial employment was changing 
rapidly at that period. The number of insured workers in 
employment in industries within the scope of the Census of 
Production fell from an average of 6,767,000 in 1930 to 6,340,000 
in April 1931, a decline of 6-31 per cent. 

A final correction is on account of those absent from work 
through illness, representing probably an addition of some 
34 per cent. to the Census of Production figures. For comparison 
with the Census of Population, therefore, we must add 6-1 per 
cent. to give the following figures. 


Estimated Numbers Employed in Industry in Great Britain, 1931 
(000’s.) 


Males, Females, 


Under | 18 and 
18. r 


Total. || Under | 18 and | Total. 
over. 18. 


over. 


Clerical and adminis- 
trative workers 496 


40 536 33 158 191 
Manual workers : 461 4,471 


4,932 369 1,172 1,541 
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We are thus left to account for 3,103,000 male wage-earners 
and 2,137,000 female wage-earners outside the scope of industry. 

We cannot at present identify these workers industrially, 
but we can identify the principal outstanding occupations. 
Owing to the overlap between industrial and occupational 
classifications, a few workers shown under some of the occupa- 
tional headings below may already have been included under 
the heading of manufacturing industry. The following figures 
are only intended to give a weighting for the calculation of an 
average wage for a class of workers whose total numbers are 
deduced from other sources. 


Numbers of Certain Classes of Non-industrial Workers in Great 
Britain, 1931. 


(000’s.) 
Males. Females, 

Railway running staff . : 1 
Road transport workers 612 6 
Seamen and dockers . 184 1 
Postmen . 4 75 2 
Armed forces (exc. officers) . 173 
Office-cleaners and caretakers 39 170 

Total of above . 1,781 1,927 
Men serving abroad. : : 250 


Under these headings we can account for 65 per cent. of the males 
and 90 per cent. of the females. 

Very conveniently, the Ministry of Labour inquiry in 
connection with the Census of Production, referred to above, 
strayed a little beyond the scope of the Census of Production 
itself, and gave us figures of average earnings for two important 
groups—Tram and Bus Service and Carting and Warehousing. 
These averages are based on large samples. Average earnings 
in laundries were obtained for 1929, and special inquiries into 
average earnings in the catering trade, including the estimated 
value of tips and allowances in kind, were made in 1925 and 
1929. Earnings on the railways (including those of the shop and 
artisan staff) were exactly ascertained by the Ministry of Transport. 
Railway wages are probably not representative of wages in the 
other trades included in this table, and so they are calculated 
as a separate total. (The shop and artisan staff of the railways 
are enumerated under the Census of Production.) 
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The average weekly earnings for male workers calculated by 
the Ministry of Labour under the two heads given above are 
66s. 10d. for tram, bus and coach drivers and conductors, and 
54s. 5d. for carters and warehousemen. The latter trade employs 
a considerable number of females at an average wage of 25s. a 
week. 

In the catering trade, 16 per cent. of the male and 27 per cent. 
of the female workers are under 21. The average earnings for 
adults, as given in the two inquiries, come to 63s. and 40s. 
respectively (all-inclusive). Taking 25s. and 20s. as the inclusive 
earnings of boys and girls, we obtain an average of 56s. 11d. 
for males and 34s. 7d. for females. 

For postmen, where very few juveniles are employed, the 
average earnings may be put at 57s. 6d. The same applies to 
seamen and dockers, where the averages may be taken at 62s. 
and 60s. a week (seamen’s wages inclusive of keep). The average 
pay (including allowances and the value of keep) of men in 
the Forces is some 47s. per week. For male and female domestic 
workers the average value of earnings (inclusive of keep) are 
taken at 60s. and 30s. per week. For charwomen, office-cleaners, 
etc., the average earnings will probably only be £1 a week. The 
average earnings of female laundry workers are approximately 
25s. a week. 

The weights used in the calculation below are obtained from 
the previous table, including sailors, etc. absent on the Census 
day, and making a rough allowance for the overlap of occupational 
and industrial classifications. 


Average Earnings of Non-industrial Workers, 1931. 


Males. Females. 

Weight. | Average Weight. | Average 

earnings. earnings. 

8. d. 8. d. 

Tram and bus 3 66 10 | Warehousing . 2 25 0 

Carting and ware- Catering . . 3 34 5 

housing . 2 4 54 5 | Domestics (regu- 

Catering 1 56 11 lar) “ x 12 30 0 

Postmen 1 57 6 Charwomen, etc. 6 20 0 

Dockers 2 60 0 | Laundries. 3 25 0 
Forces 4 47 0 
Seamen 2 62 0 
Domestics . 1 60 0 

Weighted Weighted 
average . 57 0 average . 27 3 


Weare now ina position to assemble full information on wages. 
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The final figures for the 1930 Census of Production are only 
available for the Textile, Clothing, Leather and Metal and 
Engineering industries. From these reports the aggregate wages 
paid in 1930 by firms employing over ten workers can be calculated 
directly. The reports also give the numbers employed by the 
smaller firms, and the Ministry of Labour collected separate 
returns of the average wages paid by small firms (which in nearly 
every case were well below those paid by larger firms). The 
total wages paid in a year were thus estimated. 

For other industries only provisional figures of employment 
are available, and no reports on the aggregate wage bill. The 
employment figures are first corrected for outstanding returns, 
and then multiplied by the average weekly earnings for each 
industry as reported by the Ministry of Labour. Separate 
calculations are made for large and small firms. In converting 
weekly figures into annual a multiplier of 50-5 is used. This 
makes allowance for customary holidays, which holidays involve 
loss of pay to the majority of industrial workers. 

In these industries allowance has to be made for changes in 
wage rates between 1930 and October 1931 (the date to which 
the figures of average weekly earnings refer). Particulars of 
these changes, and the aggregate gain or loss of income involved, 
are recorded by the Ministry of Labour for the principal industrial 
groups. 

The figures which follow are inclusive of Northern Ireland. 


Aggregate Wages paid in Industry, 1930. 


£m. 
Final figures. Textiles . 93-91 
Clothing. . 53°73 
Metal and . 210-44 
Provisional figures. Brick, pottery, glass, chemicals . 46-10 
Paper and printing ; ‘ : 45-47 
Building and contracting 79-13 
Coal-mining . 103-23 
Public utility and 
dustrial Establishments 76°17 
Other industries. . 102-47 


Total 816-3 
Railways (artisan and running staff) 83-4 
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Wages in coal-mining are not calculated by the Ministry of Labour, 
but the Mines Department figures covering 96 per cent. of the coal 
raised are available, which show the number of shifts worked 
and the average earnings per man-shift. 

For non-industrial workers (other than agricultural) we have 
the general average weekly wages of 57s. for males and 27s. 3d. 
for females calculated above. The numbers to whom these are 
applicable are 3,103,000 and 2,137,000 respectively for Great 
Britain, to which some 2 per cent. may be added for Northern 
Ireland. In converting these weekly figures into annual an 
' allowance must be made for sickness as well as holidays, and a 
multiplier of 48-7 is used. We thus obtain a total of £582 million. 

In agriculture the aggregate paid in wages can be approxim- 
ately obtained, though, as explained above, this total is not at 
present required for the calculation of the national income. 
For the period 1930-1 the Ministry of Agriculture calculated that 
average weekly earnings, including the value of all allowances 
in kind, overtime and harvest payments, were 37s. 5d. for horse- 
men, 39s. ld. for stockmen, and 33s. 8d. for other agricultural 
workers. The relative numbers of these classes of workers are 
almost exactly in the ratio 1: 1:5. For lads under 21 we may 
assume an average wage of £1, and for female workers (whose 
average wage is about 5d. an hour) the same. We may assume 
further that casual workers obtain on the average 35 weeks’ 
work per year, and that regular workers (other than horsemen 
and stockmen) lose on the average one week’s work per year in 
unemployment, holidays, etc. These assumptions give us an 
average annual income of £89-6 for the regular adult male worker 
(£99-4 for stockmen and horsemen and £85-8 for others), £59 for 
casual men, £50 for regular lads and female workers, and £35 
for casual lads and females. 

Applying these to the average of the numbers recorded as 
employed in England and Wales in the different categories in 
June 1930 and June 1931, we obtain a total of £53-9 million for 
England and Wales. 

In Scotland precise figures of agricultural wages are not 
available, but they are said to be distinctly higher than in 
England. The living-in system is more prevalent and unemploy- 
ment is probably less. Moreover, the proportions of horsemen 
and stockmen are very much higher than in England. It will 
be assumed that on the average Scottish wages are 15 per cent. 
higher than for the corresponding categories in England. This 
gives us a total of £9-1 million, or £63 million for Great Britain. 
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For the U.K. the total may be taken at £65 million. Wages 
paid in fishery amount to some £2 million. 
Our information so far is as follows : 


Wage Totals. 
£m. 
Manufacture and mining (average of year 1930). 816-3 
Railways (as at March 1931) . ' ‘ . 83-4 
Other non-industrial workers (as at April 1931) . 582 
Agriculture and fishery (1930-1). . 68 


We require to reduce these to a uniform basis of the average 
of the year 1931, omitting agriculture in the calculation of a 
national income total. The number of insured industrial workers 
in employment, which has already been given, 6,767,000 for the 
average of 1930, averaged 6,322,000 for 1931. For non-industrial 
workers the numbers in employment were 4,252,000 in April 
1931 and 4,269,000 for the average of the year. The Ministry 
of Labour Wage Index averaged 98°4 for 1930, 96-5 for the year 
1931, and 97 for April 1931. The above total for manufacturing 
wages should therefore be reduced by 8-4 per cent. to £748 
million, while the other totals will be unchanged. The total of 
wages for the year 1931 is thus £1,481 million, or £1,415 excluding 
agriculture, and the National Income £3,655 million. 

This total is £156 million larger than my previous estimate for 
1931, which had been obtained from provisional wage and profit 
data, working on the basis of figures for 1928 and 1929. £100 
million of this is accounted for by the raising of my estimate for 
wages. In this last estimate, however, the basis is the figures of 
the occupied population as returned in the Census, and the numbers 
are exactly known. Wages in the Census of Production industries, 
excluding Public Utilities, in 1930 show a fall of some £40 million 
on 1924. But the number of non-industrial wage-earners in 
work is estimated to have risen by approximately a million 
between 1924 and 1931. The numbers of insured persons in 
work was almost exactly the same in 1931 as in 1924, but there 
had been a very large movement within the total from worse-paid 
to better-paidemployment. For instance, miners and agricultural 
labourers, the two worst-paid classes of workers, numbered 23°3 
per cent. of all males in work in 1924 and only 17°8 per cent. in 
1931. Wage totals calculated by multiplying together the num- 
bers in employment and the index number of wage rates will thus 
have a considerable downward bias, and the previously estimated 
wage totals for 1928 and 1929 will require an upward revision. 
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The Board of Trade estimate shows that £170 million of this 
income was derived from abroad, to which we may add £20 
million for stocks written down out of income. Home-produced 
income was thus £3,465 million, and the final figures for 
distribution among the factors of production were as follows : 


Distribution of Home-produced Income. 


(£m.) 

1911. 1924. 1931. 
Rent (land and buildings) : : . 200 258 310 
Profits and interest 624 989 828 
Total home-produced income . : ; 1,812 3,401 3,465 
Income from abroad 200 185 190 


The money value of the net output of industry, including 
small firms, was about 2 per cent. less in 1930 than in 1924. The 
money value of the national income for 1930 is particularly 
difficult to determine owing to the great change in the value of 
stocks which took place in that year, but it was certainly distinctly 
higher than in 1924. 

Certain comparisons between 1921 and 1931 showing the 
changes in the numbers in different occupations can be made. 
It must be emphasised that these figures refer to occupation 
and not to industry. The occupied population of England and 
Wales rose by 1,675,000. The number of farmers declined by 
16,000, and of other agricultural occupations by 66,000. In 
manufacture the number of employers and managers increased 
by 10,000, and of workers by 331,000. Transport workers 
increased by 150,000. In the distributive, professional and 
service occupations the increase was 1,249,000. The remainder 
of the increase was in undefined workers. 

Taking the 1931 national income as a base, we can carry our 
totals forward by the methods described in a previous article 
(Economic JouRNAL, June 1933). The provisional results are as 
follows : 


Increase or Decline from 1931 (Annual Average) Level. 


(£m.) 
1932 1932 1934 (on 
( ear) (second 1933. basis of 
half). Ist qr.). 
Earnings + Profits method . — 32 — 70 + 57 +184 
Consumption + Investment 
method — 43 — 90 +108 +210 


| 
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The national income thus touched a minimum in 1932, was 
approximately £3,740 million in 1933, and 1934 has opened 
at a level of over £3,850. The money national income is still 
some way below the 1929 level, but the real income is now at 
practically the same level, in spite of the loss of foreign income and 
greater unemployment. 

The second half of 1932 is shown separately because these 
six months definitely marked the worst point in the trade cycle. 
The recovery in the money national income since that point 
has been at the rate of £250-300 million per annum. This 
recovery is more remarkable still when we see that it has been 
achieved on the basis of a gradually falling price level. The 
price-index (JZ) applicable to all output fell from 93-3 in 1931 
(1927-9 = 100) to 91-0 in the second half of 1932 and to 88-4 
in the first quarter of 1934. The rise in real output has thus been 
at the rate of well over £300 million per annum. 

Certain estimates of the amount of investment at these 
various dates can be made. For fixed capital investment 
(including all depreciation and maintenance) moderately good 
estimates can be made by a method given recently.! 

The gross totals (£m. per annum) were : 


1932 (second half) . ; . 513 
1934 (first quarter) . , . 558 


It is estimated that as between the two last periods the balance 
of payments has become more favourable to the extent of perhaps 
£20 million a year. Investment in working capital, about which 
very little information is available, is estimated to have increased 
at the rate of some £60 million a year. (Seven hundred and sixty 
thousand additional workers were put into employment in a year 
and a half, and there are certain more definite figures available 
about the extent of restocking by retailers.) 

It appears that the increase in production has been of the 
order of magnitude of 2} times the increase in investment. 

The national income in 1932 may be estimated by my method 
at £3,620 million. It is interesting to compare this with Mr. 
Feavearyear’s estimates of consumption (Economic JOURNAL, 
March 1934). His total expenditure (£3,462 million) for 1932 
includes direct and indirect taxation, rates, and contributions 
to social insurance. We may reckon that these all reappeared 

1 Cf. London and Cambridge Economic Service Memorandum. 
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_in the form of services supplied by the State and Local Authorities, 

with the exception of the “transfer incomes” which totalled 
£567 million (loc. cit., p. 46) and money saved by the State and 
Local Authorities (about £20 million net). We must also make 
an addition to Mr. Feavearyear’s total for work done by domestic 
servants, which is not apparently included in his definition of 
consumption, and which totals some £120 million. His total 
of expenditure thus comes to £2,995 million. It is very unlikely 
that as much as £600 million was saved in 1932, and we must 
try to find ways of closing the gap. 

A certain estimate has been prepared which puts the total 
value of retail trade in 1930 at £2,470 million. This includes 
coal, newspapers, drink, cars and petrol, as well as the com- 
modities whose inclusion is obvious. From the returns and 
index-numbers published by the Bank of England, the total 
for 1932 should be reduced to £2,260 million. These totals 
include indirect taxation. The retail sales included in Mr. 
Feavearyear’s total are : 


£m. 

Food (excluding restaurants) . 1,054 
Coal and household requisites _.. 134 
Liquor. 232 
Smoking . ; 143 
Cars and petrol . ‘ : : 55 
Newspapers and books 47 
Furniture . ‘ ‘ 25 
Miscellaneous. : ‘ 100 ? 

Total 2,108 


It appears that this total is too low. But in any case there is a 
very large total of services in addition to the value of goods 
retailed. The value of the services rendered by the State and 
Local Authorities (e.g. defence, education) is some £400 million 
per annum, excluding all transfer payments such as pensions and 
poor relief. 

I am inclined to think that even the higher of the two estimates 
quoted above for the value of retail trade is too low, perhaps by 
as much as £200 million. But in any case there is a large total 
of services making up the remainder of the national income, and 
incorporated in the value of retail sales is a considerable element 
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representing distributive service rather than manufacture or 
agriculture. 

If we classify manufacture, agriculture, mining, building, gas 
and electricity as productive industries, and others as service 
industries, the following are the proportions contributed to the 
home-produced national income by “ production”: 


1924 ‘ 52-4 
1929 : . 
1931 . 44 


For U.S.A. the following remarkable figures can be calculated 
from Kuznetz’ officially prepared estimate (p. 26) : 


1932 . 25°6 
CoLIn CLARK 


No. 175.—vo.u. XLiv. DD 


EULER’S THEOREM AND THE PROBLEM OF 
DISTRIBUTION 


Ir is characteristic of the development of economic theory 
that propositions which appear very simple when we have arrived 
at them should be first sighted through a haze of ambiguities and 
approached only by a labyrinth of devious controversy. Of this 
curious process the history of the famous “ adding-up problem ”’ 
provides a striking example.' 

As soon as it began to be asserted that factors of production 
are paid in accordance with their marginal products, the problem 
was posed: How do we know that, if each factor is paid its 
marginal product, the total product is disposed of without residue, 
positive or negative? Of course it is obvious that in any case 
the total product is distributed among the factors of production. 
The real question is: Can it be true that each and every factor 
receives a rate of reward equal to its marginal product? To some 
writers the theory of marginal productivity appeared as a grand 
moral principle which showed that ‘‘ what a social class gets is, 
under natural law, what it contributes to the general output of 
industry.” But others were beset by doubt. It appeared easy 
enough to show that the self-interest of employers will ensure that 
the rate of earnings of each employed factor is equated to its 
marginal product.’ The difficulty lay with the entrepreneur. 
How can we be certain that, when the factors have been paid, the 
residue which is left over measures the contribution of the 
entrepreneur ? 

One answer, provided by J. B. Clark among others, was that 
in static conditions the entrepreneur makes no specific contri- 
bution, so that in fact the earnings of entrepreneurship are always 
tending to approach zero. Another was that since it is always 
open to an employer to take service as an employee, or for an 

1 This question, first canvassed in about 1890, is still ‘“‘ the subject of lively 
controversy.’ Professor Robbins (Introduction to Wicksteed’s Common Sense 
of Political Economy and Selected Papers, Vol. I, p. xi). 

2 J. B. Clark, ‘“‘ Distribution as Determined by a Law of Rent,” Quarterly 
Journal of Economics, April 1891, p. 313. See also Distribution of Wealth, p. 3. 
3 A necessary assumption which often fails to be made clear is that the supply 


of each factor to an individual employer is perfectly elastic, so that the price of 
a factor represents its marginal cost to the employer. 
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employee to set up in business as an employer, the earnings of an 
individual cannot depart from what he would receive as an 
employee, and what he would receive as an employee is equal to his 
marginal product. This argument, used in a more or less ambigu- 
ous form by many writers, was explicitly stated by Edgeworth 1 
only to show that it is not perfectly satisfactory. A similar point 
of view is to be found in Marshall’s application of the “‘ principle 
of substitution ” to the problem.? 

An entirely different line of attack was adopted by Wicksteed, 
in the Co-ordination of the Laws of Distribution. Using “‘ the 
mathematical form of statement ...as a safeguard against 
unconscious assumptions, and as a reagent that will precipitate 
the assumptions held in solution in the verbiage of our ordinary 
disquisitions,”’ ? he set out the theorem derived from Euler that, 
where P = f (a,b,c, . . .) is a homogeneous function of the first 
degree, so that 


- 


mP =f (ma,mb,me,...), 
oP oP oP 
then 


Translated into economic language, this proposition states that 
the total product is equal to the sum of the amounts of the factors, 
each multiplied by its marginal product, provided that conditions 
of constant returns prevail, in the sense that a given proportional 
increase in the amount of every factor of production would lead 
to the same proportional increase in the product. 

When confronted with the precision of Euler’s theorem, the 
argument from the principle of substitution is seen to prove at 
once too much and too little. It amounts to saying that when the 
employing factor can take service as an employed factor without 
any loss of advantage, then the normal level of profits for employers 
is equal to their marginal productivity as employees. Therefore 
what they actually receive, when profits are normal, is their 
marginal product. Thus, on the one hand it makes no overt 
proviso that constant returns prevail, and so appears to be too 
general. On the other hand, it leaves us in doubt as to what would 
happen in a case in which the employing factor has only inferior 
alternative occupations, and equally in a case in which profits are 
not normal. It was this vagueness which led Edgeworth to say 
that the theorem that the employer, as well as the employed 

1 Papers Relating to Political Economy, Vol. I, p. 30. 


2 Principles of Economics, Book VI, Chapter VII. 
3 Co-ordination, Prefatory Note, p. 4. 
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factors, receives a reward equal to his marginal product “is 
neither quite true nor very important.” } 

Euler’s theorem leaves us in no such doubt. If constant 
returns prevail, and if each employed factor is paid its marginal 
product, then the remnant which goes to the employing factor is 
equal to its marginal] product, whether profits are normal or not. 

But at the same time the solution by Euler’s theorem did not 
appear to be perfectly satisfactory. It seemed to imply that we 
are not to be allowed to believe in the principle of marginal 
productivity unless conditions of constant return can be shown 
to prevail in the real world.2 This gave rise to an appearance of 
conflict between the mathematical and the economic line of 
reasoning, which, as the sequel will show, was completely illusory. 

Wicksteed himself regarded conditions of constant physical 
returns as universal,? but he was perplexed because the “ social 
product ” of an industry in terms of satisfaction obviously does 
not increase proportionately to the factors of production employed 
by the industry; nor does the “commercial product ” of a firm 
increase proportionately to the factors employed by the firm. He 
suggested an ingenious method for surmounting the first difficulty. 
The consumers also might be regarded as a factor necessary for 
the production of satisfaction. Then, if each factor in an industry, 
including consumers, is increased in a given proportion, the satis- 
faction produced will be increased in the same proportion, and the 
conditions of Euler’s theorem will be fulfilled. But even this 
expedient will not serve to meet the second difficulty, and Wick- 
steed realised that for a monopoly, or for a firm controlling an 
appreciable proportion of the output of a commodity, conditions 
of constant returns in value of product cannot obtain.® 

He was therefore obliged to confine his discussion to conditions 
of perfect competition, and he asserted that, assuming competition 
to be perfect, constant returns to the individual concern must 
prevail universally “‘ equally in Robinson Crusoe’s island, in an 


1 Papers, Vol. II, p. 338. See also Chapman, “ Remuneration of Employers,” 
Economic JouRNAL, December 1906, p. 528. 

2 For most of the contemporaries of Wicksteed (though not, I think, for 
Marshall) the ‘“‘ theory of marginal productivity ” was a formulation of asomewhat 
mysterious law of nature. For the modern economist it is merely a series of 
self-evident propositions displaying the implications of the initial assumption 
that the individual employer acts in such a way as to maximise his profits. It 
is this fundamental difference in point of view which gives what appears to the 
modern reader such a perverse and fantastic character to the controversies 
surrounding the “‘ adding-up problem.” 

3 Co-ordination, p. 33. 

4 Ibid., p. 34. 5 Ibid., pp. 35-6. 


1934] EULER’S THEOREM AND THE PROBLEM OF DISTRIBUTION 401 


American religious commune, in an Indian village ruled by custom, 
and in the competitive centres of the typical modern industries.”’ 1 
This solution of the problem was met by Edgeworth with mockery 
rather than argument,? and by Pareto with the objection that it 
is illegitimate to assume constant returns in terms of physical 
product.® 

Wicksteed retreated in .face of this criticism, withdrew the 
argument of the Co-ordination,* and substituted for its heroic 
precision a very cloudy passage in the Common Sense of Political 
Economy.® Professor Robbins has pointed out,® however, that at 
heart he was impenitent and continued to make use of the argu- 
ment of the Co-ordination in his lectures to University Extension 
classes 7 some time after Pareto’s criticisms had appeared. 


Meanwhile Walras had published a ‘‘ Note sur la réfutation 
de la théorie anglaise du fermage de M. Wicksteed.”*® While 
acclaiming him as a kindred spirit for his use of precise methods, 
and congratulating him on his refutation of the English theory of 
rent, Walras complained of Wicksteed’s failure to take any notice 
of his own contribution to marginal productivity theory.® Follow- 
ing a suggestion by Barone, Walras criticised Wicksteed for 
postulating a homogeneous production function of the first degree, 
but showed that Wicksteed’s result follows from the axiom that 
costs are at a minimum under perfect competition. 

Walras (like Pareto and many subsequent critics) implies that 
Wicksteed had merely overlooked the possibility of increasing 
returns due to economies of large scale to the firm. In the 
present context “increasing returns”? means a state of affairs 
in which an equal proportional increase in each factor would give 


1 Co-ordination, p. 42. 

2 Papers, Vol. I, p. 31. 

3 Cours d’économie politique (1897), Vol. II, p. 83 note, and ‘‘ Anwendung 
der Mathematik auf Nationalékonomie,’” Encyklopidie der Mathematischen 
Wissenschaften (1904), Vol. I, Part II, p. 1117 note. 

4 Common Sense, Vol. I, p. 373 note, and Review of Pareto’s Manuale, 
Economic JouRNAL, December 1906, p. 554 note. 

5 Common Sense, Vol. I, pp. 370-373. 

Tbid., p. xi. 

7 Ibid., Vol. II, p. 862. 

8 Recueil publié par la Faculté de Droit, Université de Lausanne, 1896. 

® The peevish egoism of Walras contrasts unfavourably with the modesty 
and single-mindedness of Wicksteed. 

10 Pareto accused Walras of the same error of which Walras accused Wick- 
steed. We have here started a hare which it would take too long to pursue. 
For the history of this dispute, which contains some entertaining incidents, the 
reader is referred to Professor Schultz, ‘“‘ Marginal Productivity and the General 
Pricing Process,” Journal of Political Economy, October 1929. 
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a more than proportional increase in the product. Clearly where 
economies of large scale are present, increasing returns in this 
sense will prevail. But Wicksteed had not forgotten this obvious 
fact. His error was far more subtle. He rejects “the crude 
division of the factors of production into land, capital and Jabour,”’ 
and maintains that ‘‘ we must regard every kind and quality of 
labour that can be distinguished from other kinds and qualities 
as a separate factor. . . . Still more important is it to insist that 
instead of speaking of so many £ worth of capital we shall speak of 
so many ploughs, so many tons of manure, and so many horses, or 
foot-pounds of power.” “On this understanding,” he writes, 
“it is of course obvious that a proportional increase of all the 
factors of production will secure a proportional increase of the 
product.” 1 Now economies of large scale can only arise from the 
existence of an indivisible productive unit which is not being used 
to its full capacity.2, On Wicksteed’s plan such a unit would be 
regarded as a single factor of production. Thus a firm which is 
subject to economies must be employing the whole of at least one 
indivisible “factor.” The smallest increase in output that can then 
be made without altering the proportions of the ‘factors ” is an 
increase of a hundred per cent., and the marginal productivity 
principle cannot be applied. In order to consider the effect upon 
output of a small change in the amount of a factor, it is necessary 
to define the factors in a manner at least sufficiently crude for each 
factor to be finely divisible. Wicksteed had not gone astray 
because he had ignored the existence of economies of large scale, 
but because in his endeavour to define the factors in such a way as 
to eliminate the possibility of increasing physical returns he had 
accidentally eliminated the possibility of defining the marginal 
productivity of a factor. When the factors are divided on a plan 
which makes marginal analysis applicable to them, the possibility 
of increasing returns reappears.* 

1 Co-ordination, p. 33. 

2 Cf. E. A. G. Robinson, Structure of Competitive Industry, p. 25. 

3 It must, however, be conceded to Wicksteed that, strictly speaking, it is 
impossible to reduce a group of non-homogeneous productive units to a common 
term so that they can be treated as a single factor. Any statement about the 
marginal productivity of a ‘‘ factor ”’ which is not perfectly homogeneous cannot 
be perfectly accurate. I should like to take this opportunity of pointing out 
that the device suggested in my Economics of Imperfect Competition (p. 332) 
for getting over the difficulty by constructing ‘‘ corrected natural units” is 
completely worthless. 

4 The reader will perceive that the above treatment of this problem is super- 
ficial, but I must beg him to let it pass, for if we were to turn aside now to 
explore this territory we should certainly be benighted before the end of our 


journey. 
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Mr. J. A. Hobson, some years later, made the existence of 
economies of large scale the basis of a grand attack upon the 
whole marginal productivity principle,! which was very inade- 
quately answered by Marshall in the well-known footnote about 
shepherds.2,— Mr. Hobson constructs a numerical example in 
which there are increasing physical returns to the individual 
productive unit up to a certain output, and beyond that output 
diminishing physical returns. He shows that where increasing 
returns prevail, the marginal] product multiplied by the amount of 
the factor is greater than the total product, and declares that the 
notion that factors are paid their marginal] products is therefore 
completely nonsensical. He goes on to argue that the individual 
concern will consist of such an amount of factors that average 
productivity is at a maximum, and points out that the earnings of 
the factor is equal to its average product. 

Marshall dismisses this argument with the remark that “ he 
appears to be mistaken.” But clearly Mr. Hobsorr was right ; 
with perfect competition and normal profits (these are postulated, 
though somewhat vaguely) the average net productivity of each 
factor is at a maximum, and is equal to the wage of the factor. 
Where he went wrong was in denying that marginal productivity 
also is equal to the wage.5 The reason why he overlooked this 
fact is rather curious. The following is one of his arithmetical 
examples (labour is the only factor employed) :— 


No. of Total Average Marginal 
Men Product. Product. Product. 
1 10 10 
2 22 11 12 
3 37 12} 15 
4 60 15 23 
5 72 142 12 


From this he argues that production will be carried on by groups 
of four men, who will receive a wage, not of 23, which is the 
marginal product of a fourth man, but of 15, which is the average 
product. It is the crudity of his arithmetical example that has 
betrayed him.* If the average product of four men is 15, and the 
marginal product 23, average productivity must still be rising at 

1 The Industrial System (1909), pp. 112-120. 2 Principles, p. 517 note. 

* His analytical technique being somewhat primitive, he considers only one 
factor for the sake of simplicity. 

4 Cf. my Economics of Imperfect Competition, p. 249. 

5 In my opinion, Mr. Sraffa over-estimates Mr. Hobson’s insight on this 
point. See “ Sulle relazioni fra costo e quantita prodotta,”’ Annali di Economia, 


Vol. IT, no. I (1925), p. 312 note. 
® Cf. Edgeworth on Prof. Seligman, Papers, Vol. IT, p. 397. 
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the point where four men are employed. The true maximum of 
average productivity lies somewhere between four and five men, and 
at the maximum marginal and average productivity are equal. 

Thus Marshall and Mr. Hobson are each right in what they 
assert, and wrong in what they deny,!and if Mr. Hobson had been 
more subtle in his use of arithmetic, or Marshall less unable to 
suffer fools gladly, the whole controversy would have been cleared 
up on the spot. 


Meanwhile, Wicksell had expanded Walras’ account of the 
problem.? He adopts the view that there is no specific economic 
function for the employer as such, and deduces from this that the 
supply price of enterprise or normal level of profits must be zero, 
for if at any moment a positive profit were being earned by 
employers, it would soon be reduced to zero by the competition 
of new entrants eager to share this painless method of earning a 
livelihood. He proceeds to show, by a line of argument similar 
to that of Wicksteed, that when each employed factor is paid a 
rate of reward equal to its marginal product to the firm, profits 
can only be zero if constant physical returns prevail.4 

He then argues that at a position of competitive equilibrium 
constant physical returns will prevail. Up to a certain output 
of the firm there will be increasing returns due to economies of 
large scale, but if increasing returns to the firm prevail, average 
cost per unit of output will be falling and competitive equilibrium 
will be impossible. Beyond a certain output rising average cost 
may occur. This also is incompatible with equilibrium, because 
if the output of a firm is so large that average costs are rising 
the firm must be earning a positive profit; consequently new 
firms will enter the industry, and the fall in price of the commodity 
will drive the old firms back to the output at which average cost 
is at a minimum, 

1 Marshall’s example of the shepherds is not open to this objection if it is 
taken to apply to what I call the “ quasi-long period ’’ (Imperfect Competition, 
p- 47). There is no tendency for normal profits to be established among his 
sheep-farmers. 

* Vorlesungen tiber Nationalékonomie, Vol. I, pp. 186-191. 

3 Ibid., p. 187. 

4 Dr. W. L. Valk in criticising Wicksell’s argument on this point shows that 
he fails to mention the difference between the marginal product of the 100th man 
when 100 men are employed with 100 units of land, and the marginal product 
when 100 men are employed with 101 units of land. Dr. Valk appears to argue 
that the fact that marginal productivity analysis requires us to conceive changes 
in the factors so small that this difference is negligible, is sufficient to render 


marginal productivity analysis completely valueless. Principles of Wages, 
p. 74. Of. Edgeworth on Mr. J. A. Hobson, Papers, Vol. I, p. 19, note 3. 
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The upshot of all this appeared to be that, so long as conditions 
of perfect competition? are postulated, there is no difficulty about 
constant physical returns to the firm. But it is necessary to be 
clear as to what exactly we mean by a firm. The problem of 
providing a formal treatment of the factor “ entrepreneurship,” 
which is easy to handle analytically and at the same time is not 
too remote from actuality; has never been satisfactorily solved. 
Three possible methods may be considered, each more appropriate 
to some problems than to ethers, but none perfectly satisfactory 
for any. 

First, we may postulate (following Wicksell) that there is no 
specific function of decision-taking for the entrepreneur to per- 
form, and that the owners of one factor—for instance, capital— 
hire the services of the others. Capital, as well as the other 
factors, must be assumed to be employed up to the point at which 
its marginal productivity to an employing unit is equal to its cost 
to that unit—that is, to what it can earn as an employed factor.” 
Capital is thus upon exactly the same footing as the other factors. 
A profit or loss to the employer is then a difference between total 
receipts and total costs, including the cost of capital. Second, we 
may postulate that each firm consists of a single indivisible unit 
of entrepreneurship whose supply price is independent of the 
amount of output it controls. Or third, we may postulate that 
each entrepreneur is not a fixed unit, but performs more or less 
of his decision-taking function according to the reward which he 
can earn. 

In the first two cases clearly there is no meaning to be attached 
to the notion of ‘ marginal product of entrepreneurship to the 
firm.’’ When either of these schemes of analysis is adopted, there- 
fore, the employer must not be regarded as a specific factor of 
production from the point of view of the firm, and constant returns 
to the firm must be said to prevail when a given proportional 
increase of every factor except entrepreneurship would give the 
same proportional increase in output. In the third case the 
entrepreneur must be conceived to regulate the amount of effort 
he supplies to the firm by its marginal productivity to the firm, in 
just the same way as he regulates the amount of the factors he 
employs. The entrepreneur’s effort is therefore upon exactly the 
same footing as an employed factor. Constant returns are then 


1 Throughout this essay I am using the phrase perfect competition to mean 
simply that the elasticities of demand and of supplies of factors for a single firm are 
infinite. This implies no reference to free entry into the trade or normal profits. 

2 The case of imperfectly elastic supply of factors to an employing unit is 
considered later—see below p. 411. 
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said to prevail when a given proportional increase of every factor, 
including the entrepreneur’s effort, gives the same proportional 
increase in output, and profits are reckoned excluding the variable 
element in the reward of the entrepreneur. 

Each of these methods of depicting entrepreneurship is highly 
unrealistic, but they are adopted merely in order to display the 
workings of the marginal productivity principle in various types of 
case, and are not put forward as an attempt to solve the problem 
of a realistic treatment of entrepreneurship as a factor of pro- 
duction. 

Whichever method is adopted, it is clear from Euler’s theorem 
that in conditions where physical returns, in the relevant sense, 
are constant, profits in the relevant sense must be zero. For when 
competition is perfect the wage of each factor is equal to the value 
of its marginal physical product and there is no residue for the 
employer. 

It is now apparent that Wicksell’s assumption of zero normal 
profits is an essential step in his argument. It is impossible to 
argue in general that because average cost to the firm is at a mini- 
mum in competitive equilibrium therefore constant physical 
returns to the firm prevail; for the cost which is at a minimum in 
competitive equilibrium is average cost including normal profits. 
If normal profits are positive the output at which average cost is 
a minimum is greater than the output at which net economies of 
large scale give way to net diseconomies, and constant physical 
returns do not prevail. 


The history of the controversy up to this point is summarised 
in the Appendix to the Theory of Wages by Dr. Hicks.2, He shows, 
in effect, that even when Wicksteed had taken the drastic step of 
confining his argument to cases of perfect competition, he was not 
yet out of the wood, for he had postulated constant physical 
returns as a universal technical necessity. This postulate is shown 
by Pareto and by Walras to be inadmissible, but Wicksell con- 
tends that, for the output which will be produced in competitive 
equilibrium, constant physical returns to the firm do prevail 
whatever the technical conditions. Thus it appeared that Wick- 

1 A large part of the literature of the subject is devoted to debating the 
proper analytical treatment of entrepreneurship as a factor; see Edgeworth 
(Papers, Vol. I, ‘‘ Theory of Distribution ’’) and the authors cited by him. The 
question has recently been revived by Mr. Kaldor: ‘‘ The Equilibrium of the 
Firm,”’ Economic JourNAL, March 1934. 

2 I should like to take this opportunity to make my acknowledgments to 


Dr. Hicks for the helpful guide-map which he provides to this else bewildering 
territory, and to Professor Robbins as the champion and editor of Wicksteed. 
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steed’s assumption of perfect competition, required to get him out 
of a difficulty of which he was aware—diminishing returns in terms 
of value—incidentally saved him from a difficulty of which he was 
not aware—increasing returns in terms of physical product. 

Wicksteed’s problem was that the marginal productivities of 
the factors, multiplied by the amounts of the factors, absorb the 
whole product without residue only in conditions of constant 
returns. Wicksell’s argument shows that constant physical 
returns will prevail under perfect competition. Thus it appears 
that, so long as we admit Wicksell’s postulate of zero normal 
profits, there is really no problem at all. On the contrary, the 
result is exactly what we should expect, for it is only if competition 
is perfect that the earnings of the factors are equal to the value of 
their marginal physical products, and only when profits are zero 
that the earnings of the factors absorb the whole product. After 
all this long debate we reach a self-evident conclusion. 

Nevertheless it is impossible to be satisfied with a solution which 
applies only to the case of zero profits. The condition that the em- 
ployed factors receive the value of their marginal physical product 
to the firm under perfect competition must be fulfilled even when 
profits are positive or negative.1 But it is an illusion to suppose 
that this presents any difficulty, for if profits are not zero constant 
returns do not prevail. In the present context, increasing or 
diminishing returns must be said to prevail according as a given 
proportional increase in the amount of every factor would lead to a 
greater or smaller proportional increase in output. Now, the 
economist can prove that profits are negative or positive according 
as returns are increasing or diminishing for the individual firm. 
For, under perfect competition, marginal cost to the firm, for the 
output at which profits are a maximum, is equal to the price of the 
product. When a loss is being made by the employer, price is 
less than average cost. Therefore marginal cost is less than average 
cost. Therefore the average cost curve of output is falling, and 
physical returns are increasing. Conversely, when a profit is 
being made by the employer physical returns are diminishing. 
While the mathematician has only to set out the generalised form 
of Euler’s theorem in order to show ? that 


1 Dr. Hicks is content to confine himself to the case of zero profits since he 
holds that in conditions of equilibrium there is no function for the entrepreneur 
(Theory of Wages, p. 234). Beyond this point in our argument, therefore, Dr. 


Hicks’ guidance is less helpful. 
Cf. Wicksell, loc. cit., p. 189, and Chapman, loc. cit., p. 526 note. 
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according as 
mP = +f (ma, mb, . . .) 

If the normal level of profits is positive the number of firms 
will be so Jimited that diminishing physical returns to the firms 
prevail to just the extent which is compatible with the required 
profit. A positive profit of this level will fail to attract in new 
enterprise, and so fail to drive existing firms back towards the 
output at which constant physical returns prevail. 

Thus it appears once more that there was really no problem, 
for it is obvious that the total product cannot be absorbed by the 
earnings of the employed factors when profits are positive, and we 
already knew that when profits are positive diminishing physical 
returns prevail. 


But all this applies only to marginal productivity from the 
point of view of a firm under perfect competition. We have as 
yet thrown no light on the proposition, contested by Edgeworth, 
that the entrepreneur, as well as the employed factors, receives 
a reward equal to his marginal product. For the marginal 
product of the entrepreneur to the firm has no meaning. The 
question must therefore be whether the earnings of the entre- 
preneur are equal to the marginal productivity of entrepreneur- 
ship to the industry.t. Our next task is to consider marginal 
productivity from the point of view of an industry, retaining the 
assumption of perfect competition. 

From the point of view of an industry, enterprise must be 
treated on just the same footing as the other factors, for even if 
we take the view that there is no specific economic function of 
entrepreneurship, yet it remains true that the productivity of the 
other factors varies with the number of firms in which they are 
organised, and the difference which is made to their productivity 
by adding an entrepreneur is the marginal product of entre- 
preneurship.? 

The proposition that, with constant physical returns to the 
industry, total output is equal to the sum of the amounts of the 
factors each multiplied by its marginal physical product to the 
industry, can be very simply proved by means of Euler’s theorem. 

1 The relationship of productivity to the industry with productivity to 
society is not here discussed. 

2 Anyone who rejects altogether the notion of diseconomies of large scale 
to a firm is at liberty to say that the marginal productivity of entrepreneurship 
to an industry may be zero or negative, but never positive. The argument 


which follows is purely formal, and begs no questions about the nature of entre- 
preneurship as a factor. 
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But the economist can supply his own demonstration of it. The 
self-interest of the entrepreneurs will ensure that, under con- 
ditions of perfect competition, the value of the marginal physical 
product to the firm of each employed factor is equal to its wage. 
And under constant returns marginal physical product to the 
industry is equal to marginal physical product to the firm. It 
only remains to prove, therefore, that the reward of the entre- 
preneurs is equal to their marginal physical product to the industry. 
The marginal productivity to the industry of entrepreneurship is 
the difference which would be made to output if one entrepreneur 
were withdrawn.! That is, the output of one firm minus the out- 
put which the factors employed by that firm would produce if they 
were dispersed among the remaining firms. ‘Thus, the value of 
the marginal physical product of entrepreneurship is the value of 
output of one firm minus the amounts of the employed factors 
each multiplied by the value of its marginal physical productivity. 
This is equal to the total receipts of the firm minus the total cost 
of the employed factors. And this is the reward of the entre- 
preneur. 

It is to be observed that this proof contains no reference to 
normal profits. If we are considering Wicksell’s case in which 
there is no supply price of entrepreneurship, so that the level 
of normal profits is zero, then in full equilibrium the entrepreneurs 
receive nothing, and their marginal productivity to the industry 
is zero. If the normal level of profits is positive, their marginal 
productivity in equilibrium is positive. If profits are more or less 
than normal, the marginal productivity of entrepreneurs to the 
industry is correspondingly high or low, owing to the temporary 
scarcity or superabundance of entrepreneurs which has caused 
profits to depart from the normal level.? 

But what of economies of large-scale industry ?* When there 
are economies of large scale, the sum of the amounts of the factors 
each multiplied by its marginal physical product is greater than 
the total output. But this causes no difficulty, for the simple 


1 The number of firms in the industry being n, it is necessary to assume that 
n is so large that the differeuce between the marginal piiysical productivities of 
the constant amount of other factors when they are working with n entrepreneurs 
and when they are working with n — 1 may be neglected. Cf. above p. 404 n. 4. 

2 When the entrepreneur’s earnings vary with the amount of effort which 
he supplies to his firm the unit of entrepreneurship from the point of view of the 
industry is best regarded as a single entrepreneur doing that amount of work 
whose marginal cost to him is equal to its marginal product to the firm. 

3 It is here that we must finally dispense with the guidance of Dr. Hicks, 
for in this region his map contains nothing but a blank space marked Terra 
Incognita. Loc. cit., p. 240. 
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reason that the rewards of the employed factors are not equal to 
their marginal physical products to the industry. The marginal 
product of a factor to the industry is greater than to the firm by the 
extent of the economies induced by a unit increase in the amount 
of the factor employed. And it is the marginal product to the 
firm which is equal to the wage of the factor. Similarly, the 
marginal productivity of an entrepreneur to the industry is greater 
than his earnings by the amount of economies which accrue to 
the other firms when an increment is added to output whose value 
is equal to the value of his marginal physical product to the 
industry.1. Thus once more the economist finds himself in com- 
plete accord with Euler. If the factors were paid the value of their 
marginal products to the industry, total cost would be greater than 
total receipts when increasing returns to the industry prevail. But 
actually each factor is paid less, and the total product is exactly 
disposed of among them. 

Conversely if there are diminishing returns to the industry, 
in the sense in which we have been using that term, that is, if there 
are real diseconomies of large-scale industry, then the factors are 
paid more than their marginal product to the industry to a degree 
exactly corresponding to the extent of the diseconomies.’ 


All this while we have been dwelling in the world of perfect 
competition. It is time to return to Wicksteed’s long-neglected 
difficulty, and consider the analysis of marginal productivity under 
imperfect competition. First consider the matter from the point 


1 This is upon the assumption that economies of large-scale industry depend 
solely upon the output of the commodity and not on the proportions of the factors, 
so that the production function is homogeneous, though of a higher degree than 
unity. If the economies vary with the amounts of particular factors employed 
(the production function is not homogeneous) then only those factors which give 
rise to economies receive less than their marginal physical products to the industry. 
Cf. Tarshis, Review of Economic Studies, February 1934, p. 145. 

2 We are here concerned with the “‘ rare type ”’ of diminishing returns (see 
Imperfect Competition, p. 348). The reader must guard against misleading 
associations with the “‘ common type ”’ of diminishing returns. 

3 The above argument bears some resemblance to that of Sir Sydney Chapman 
in his article on the ‘‘ Remuneration of Employers”? (Economic JOURNAL, 
December 1906). But his definition of “ increasing and diminishing returns ” 
is somewhat obscure, and matters are not much improved by Edgeworth’s 
comments (Papers, Vol. I, p. 99). Sir 8. Chapman is quite correct in saying that 
the reward of the entrepreneur is less than the value of his marginal physical product 
to the industry when there are economies of large scale. What he evidently 
failed to realise was that his argument applies to the other factors just as much 
as to entrepreneurship (loc. cit., p. 527 note). His argument was somewhat 
grudgingly received by Edgeworth (Papers, Vol. II, pp. 331-339), who appears 
to have had a rooted objection to applying the marginal productivity analysis 
to the case of the entrepreneur. 
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of view of the individual firm, assuming that, while the market 
for the commodity is imperfect, the supplies of factors to the firm 
are perfectly elastic. Under imperfect competition, a firm which 
is earning zero profits must be producing at falling average cost.! 
Therefore conditions of increasing physical returns to the firm 
prevail. At a hasty glance it might appear that the provisions 
of Euler’s theorem are therefore violated. But this is not the case. 
For the earnings of a factor are not equal to the value of its 
marginal physical product, but to the marginal product in value 
to the firm; and are thus less than the value of the marginal 
physical product in the ratio of marginal revenue to price.2. To 
satisfy the conditions of Euler’s theorem it is necessary to show, 
not that constant returns in terms of physical output prevail when 
profits are zero, but that constant returns in terms of value 
prevail. That is to say, a given proportional increase in every 
factor employed must give the same proportional increase in the 
total value of the product. . ‘ 

Wicksteed regarded constant physical returns as a universal 
condition; therefore, since the price of the commodity produced 
by the firm falls as its output increases, it was impossible for him 
to conceive of constant returns in value under imperfect com- 
petition. For him diminishing returns in value must always rule. 
But as soon as we introduce economies of large scale to the firm 
into the picture Wicksteed’s difficulty disappears. Constant 
returns in value will prevail at the output at which technical 
economies due to an increase of output just offset the accompany- 
ing fall in selling price. And it will be proved in a moment that 
constant returns in value do prevail when the firm is earning zero 
profits. Once more the methods of economic analysis will be 
found to lead to the conclusions of Euler’s theorem.* 

Before turning to the general proof let us consider the case in 
which competition in hiring the factors is not perfect, so that the 


1 See Imperfect Competition, p. 97. In that passage I am including normal 
profit in cost, whereas in the present context cost is reckoned excluding profit. 

2 Ibid., p. 237. 

3 The complete harmony between them is well illustrated by the case in 
which a firm selling in an imperfect market happens to be producing under 
conditions of constant physical returns. This will occur when, by a fluke, the 
marginal revenue curve cuts the marginal cost curve at the output at which it 
in turn cuts the average cost curve. Constant physical returns prevail, but the 
factors are receiving less than their marginal physical product; consequently 
there is a positive profit. The factors receive their marginal product in value, 
but diminishing returns in value prevail; consequently there is a positive profit. 
By either line of reasoning the conditions of Euler’s theorem are seen to be 
fulfilled. 
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supplies of factors to the firm are less than perfectly elastic. We 
know that in such a case the wage of a factor is less than its 
marginal product in value. For the marginal product must be 
equated to the marginal cost of the factor to the firm, and this 
ex hypothesi is greater than the wage.1_ Once more there appears 
at first sight to be a contradiction, but once more upon examina- 
tion the difficulty disappears, for it is no longer appropriate to 
measure the factors in physical terms; they must be measured in 
terms of outlay. 

The condition of constant returns may now be more generally 
defined. It obtains when a given proportional increase in the 
outlay upon every factor employed would lead to the same pro- 
portional increase in value of output. Hitherto we have considered 
cases in which the supplies of the factors to the firm are perfectly 
elastic, so that up to this point it has been indifferent whether the 
factors are measured in physical terms or in terms of outlay. But 
in the general case a given proportional increase in the outlay upon 
a factor gives a proportional increase in the amount of the factor 
which is less in the ratio of average to marginal cost of the factor 
to the firm.? Although the wage of a factor may be less than its 
marginal product in value per physical unit of the factor, it must 
be equal to the marginal product per unit of outlay. It follows 
at once from Euler’s theorem that profits are zero, positive, or 
negative according as returns are constant, diminishing or increas- 
ing, measured in terms of value and of outlay. 

The same proposition can be proved without resort to Euler’s 
theorem. When profits are zero the average cost curve of the 
firm is tangential to the demand curve for its output. For the 
output at which the curves are tangential, profits are at a maxi- 
mum of zero; any greater or smaller output would yield a loss. 
Therefore a curve relating value of output to average outlay per 
unit of value of output would be at a minimum at this point, and 
constant returns in terms of value and outlay prevail. If a 
positive profit is being made, the demand curve for the firm lies 
above its average cost curve. But for the most profitable output, 
marginal revenue and marginal cost are equal; therefore the 
demand curve, which is higher, must have a greater slope than the 


1 See Imperfect Competition, p. 293. 

2 The above argument applies to the case of an entrepreneur who supplies 
units of effort to his firm at rising cost (see above p. 405), a rising subjective cost 
of effort being reckoned in money terms. The entrepreneur will supply that 
amount of effort whose marginal cost to him is equal to its marginal product 
in value to the firm. Cf. Edgeworth on Mill (Papers, Vol. I, p. 17). 

3 Cf. Imperfect Competition, p. 94. 


] 
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cost curve.1' Therefore receipts per physical unit of output fall 
off faster than outlay as output increases, and conditions of 
diminishing returns in terms of value and outlay prevail. Con- 
versely, when a loss is being made, increasing returns in terms of 
value and outlay prevail. The harmony between the economist 
and the mathematician is complete. 


It only remains to consider the case of an industry with 
imperfect competition between the firms composing it. To 
isolate the effect of imperfect competition, assume constant 
physical returns to the industry.2, Then the employed factors 
receive less than the value of their marginal physical products to 
the industry, these being equal to their marginal physical products 
to the firm. Thus it can be shown directly by appealing to 
Euler’s theorem, that the entrepreneurs receive more than the 
value of their marginal physical product to the industry. Alterna- 
tively, adapting the argument developed above for the case of 
perfect competition, we may say: the marginal physical product 
of an entrepreneur is equal to the output of a firm minus the 
amounts of the factors employed by a firm each multiplied by its 
marginal physical product. But the factors are paid less than the 
value of their marginal physica] products; therefore the earnings 
of the entrepreneurs are greater than the value of the marginal 
physical product of entrepreneurship. This is a symptom of the 
fact that under imperfect competition the ratio of entrepreneurs 
to other factors is higher than that which would give minimum 
cost,® or, in other words, that the size of the firm is uneconomically 
small.4 

1 Let x be output, y price, and z average cost. 

Then y + x - =2+ of (marginal revenue = marginal cost). 


dy _dz 

.. the negative slope of the demand curve is greater than that of the cost 
curve. (In perfect competition—see p. 407 above—we have the special case in 

dy 
which => 
factors are constant, this entails diminishing physical returns.) 

2 It is to be observed that the kind of falling supply price for an industry 
that occurs because competition becomes more perfect 2s the industry expands 
(Imperfect Competition, p. 101) is not due to increasing returns in the sense here 
relevant but arises from the fact that the proportion of entrepreneurship to other 
factors becomes more favourable (that is, less) as the industry expands and the 
firms grow in size. 

3 This is true even if the reward of the entrepreneur is zero, for in that case 
his marginal physical product to the industry must be negative. 

4 The analysis of the effects of increasing or diminishing physical returns 
to the industry can be superimposed on the analysis of imperfect competition. 

No. 175.—vo.. XLiv. EE 


When y > must be positive. Since the prices of the 
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The fact that under imperfect competition the entrepreneurs 
receive more than their marginal physical productivity to the 
industry was perceived by Wicksteed, but, shaken by Pareto’s 
criticisms, he had not sufficient confidence to state it as a definite 
proposition. In 1905 he wrote that the “ general result of inves- 
tigation so far as it has yet been carried is to make it seem probable 
that in proportion as we approximate to the state of things usually 
assumed in the Theory of Political Economy (i.e. free competition, 
in which each individual competitor does only a small fraction of 
the total business of his market) we approximate to the result 
indicated [total product equal to the sum of the factors each 
multiplied by its marginal product]. So far as we recede from 
these conditions (for instance, in a great monopoly or trust) we 
recede from this result, and give the persons who control the 
concern something more than their distributive share in the 
product as measured by their marginal industrial efficiency.” 1 

And already in 1894 he had caught a glimpse of it: ‘‘ The 
failure fully to confirm and generalise a property in the productive 
functions which would yield an admirably compact and complete 
co-ordination of the laws of distribution need not discourage us. 
Its suggestions as to the line of attack we must follow in dealing 
with monopolies, and with the true socialising of production, are 
so magnificent in their promise that we are more than consoled 
for the want of completeness in our immediate results.” 2 But, 
after forty years, economists are still debating the adding-up 
problem and neglecting to fulfil that magnificent promise. 

Joan ROBINSON 


For instance, it can be seen that if increasing returns prevail, the employed 
factors will receive less than the value of theit marginal products for two reasons, 
while the entrepreneurs will receive a reward which may be less or more than the 
value of their marginal product, according as the effect of increasing returns 
outweighs or is outweighed by the effect of imperfect competition. 

1 Common Sense, Vol. II, p. 862. 2 Co-ordination, p. 38. 


THE PROFITS OF PROFESSIONAL SPECULATORS ! 


I 


Some years ago the problem of the source of the profits of 
professional speculators on organised produce markets was dis- 
cussed by R. A. Lehfeldt ? and J. G. Smith * in the pages of the 
Economic JouRNAL. This discussion, though brilliant and provo- 
cative, was inconclusive, and a reconsideration of the subject on 
the basis of subsequent governmental investigations in the United 
States may not be out of order. 

A solution of the problem of the source of profits on a specu- 
lative market is desirable, not only as an aid to the understanding 
of the operations of such markets, but as a guide to public policy 
with reference to exchanges. If there is a body of expert, pro- 
fessional speculators who, in the main, make a profit out of their 
speculative activity, are their profits balanced by the losses of 
the inexpert speculators, or do they come from other sources ? 
The answer has a direct bearing on the desirability of attempting 
to exclude amateur speculators from the market.‘ If their losses 
provide the profits of the more expert traders, an attempt to 
exclude them from the market might lead to the retirement of 
the professional speculators as well, and thus destroy the market. 
Professor Smith holds that the presence of the inexpert trader 
is necessary to the existence of the exchange. In his book, 
Organised Produce Markets, he says, “Yet .. . it is difficult to 
see how the speculative market can be maintained for the legiti- 
mate traders without the admission of the foolish outsider also, 
in quite considerable numbers.” 5 

Professor Lehfeldt contended that the amateur is not essential 
to the maintenance of the market, but that the profits of the 

1 This paper was made possible by the grant of a Fellowship by the Social 
Science Research Council, and by an appointment to the position of Collaborator 


in the Grain Futures Administration of the United States Department of 
Agriculture. 

2 “The Maintenance of Organised Markets,” Economic JournaL, XXXIII, 
428-430 (September 1923). 

3 “The Profits of Speculators,’ Economic JournAaL, XXXIII, 579-581 
(December 1923). 

4 Such an action, for example, was recommended in the Report of the Royal 
Grain Inquiry Commission (of Canada), 1925, p. 139. 

5 Pp, 121. 
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more expert traders come from another source. His argument is 
described in a later part of this paper. 

In the decade which has elapsed since this discussion the 
operations of organised markets have been subjected to careful 
investigation in the United States, and much information has 
been collected which has a bearing on this as well as other aspects 
of the operation of these markets. The Report of the Federal 
Trade Commission on the Grain Trade (in seven volumes) was the 
result of an exhaustive investigation of all phases of the grain 
trade, and is based upon the collection and analysis of informa- 
tion much of which had never before been collected. The Grain 
Futures Administration, a bureau of the United States Depart- 
ment of Agriculture, under the authority of the Grain Futures 
Act of 1922, has wide supervisory powers over grain exchanges 
in the United States. This bureau has made investigations of 
the operation of organised grain markets in the United States, 
and has published data secured from reports made to the Adminis- 
tration by the members of these markets.1 The material and 
studies thus provided form the basis for much more accurate 
generalisations on the subject of organised produce exchanges 
than have been possible in the past. This is particularly true 
of the problem of speculators’ profits. 

Most discussions of organised markets assume that there is a 
class of professional expert traders, who have considerable 
ability to forecast the direction of price movements, and who, 
in general, profit from their operations in the market. Their 
skill is frequently contrasted with the ineptness of the amateur, 
“lamb,” “ punter,” or “ foolish outsider,’ who knows nothing 
about the grain market and merely gambles on the course of 
prices. 

The operations of the expert trader, it is claimed, stabilise 
prices by discounting future developments in the supply and 
demand for the commodity, and by preventing unexpected 
occurrences from driving prices out of line with the general 
situation. The question of the effect of speculation on prices 
has been the subject of considerable controversy, but the general 
opinion of economists has been that speculation stabilises prices 
—and that this effect is due to the skill of the professional specu- 
lator. It is therefore interesting to note that the Federal Trade 
Commission comes to the conclusion that, ‘‘ Under existing con- 


1 The principal publications of the Grain Futures Administration are listed 
in the bibliography of Future Trading upon Organised Commodity Markets in the 
United Statcs, by G. Wright Hoffman. 
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ditions of speculation in grain futures no such stabilising influence 
has been found.” 1 

The problem is far too complex to be considered here, but 
the conclusion of the Federal Trade Commission raises the ques- 
tion whether the failure of future trading to stabilise prices 
would be evidence that there is no group of speculators profiting 
consistently from their operations in the market. There are, 
however, other possibilities. The inexpert speculators may trade 
in such volume as to overbalance the activities of the more skil- 
ful; or the operations of the professional speculator may, at least 
occasionally, tend to accentuate swings in prices and not to 
reduce them. As a result of extensive studies of the operations 
of professional speculators the Grain Futures Administration has 
come to the conclusion that, “‘ Professional speculators may be 
divided roughly into two groups: (1) Those who trade on the 
basis of rational appraisement of present and prospective con- 
ditions affecting supply and demand, without at the same time 
trading in a manner or with aids designed to augment or arti- 
ficially hasten the market results expected. These have been 
considered as belonging to the constructive group. (2) Those 
who trade largely on the basis of mob psychology and faith in 
their ability through heavy trading to bring about temporary 
market conditions of which they may take advantage to make 
profits. ‘Their operations and presence in the market are distinctly 
destructive.” * 

Even the “ constructive”? group of professional speculators 
may trade in such a manner as to unsettle prices. If, because of 
sudden developments or demoralisation of the market, their 
position long or short becomes untenable, their hasty liquidation 
or covering may accentuate the fluctuations of prices.* Under 
these circumstances the failure of speculative trading to stabilise 
prices would be no proof that the professional speculators do not 
profit, on the whole, from their activity. 

The problem of the extent and sources of the profits of pro- 
fessional speculators on produce exchanges is clearly a problem 
of importance if the economic position of these markets is to be 
rightly understood, and if an intelligent public policy with refer- 
ence to speculative markets is to be adopted. In this paper 
some estimates will be made of the amount of profits realised 
by various classes of speculators on the Chicago Board of Trade, 


1 Report, Vol. VII, “ Effects of Future Trading,” p. xxiii. 

2 Fluctuations in Wheat Futures, Senate Document No. 135, 69th Congress, 
Ist Session, p. 5. 

3 Ibid., p. 5. 
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and the question of the source of the profits of professional 
speculators will then be considered. 


II 


Data in the files of the Grain Futures Administration make 
possible an estimate of the profits of various classes of traders 
in the wheat and maize September 1927 futures on the Chicago 
Board of Trade. These estimates represent a very small sample, 
and cannot be supposed to give an indication of the usual situa- 
tion with regard to profits and losses. They represent, neverthe- 
less, a sample from actual experience. 

In response to a resolution of the United States Senate, the 
Grain Futures Administration made a special study of the opera- 
tions of various classes of traders for the period January 3 to 
October 13, 1927.1. The Grain Futures Administration secured 
from each of the clearing members of the Chicago Board of Trade 
every account which had shown an open interest in any future 
of as much as 200,000 bushels, or purchases or sales amounting 
to as much as 200,000 bushels in a single day during the period 
covered. When the accounts of the same trader with two or 
more clearing members had been combined it was found that 
there were 393 traders in wheat futures whose accounts were 
sufficiently large to be included in the list. For these 393 traders 
the accounts supplied the purchases and sales, and net positions 
for each day in the period. These traders were classified by the 
Grain Futures Administration as follows : 2 


Class B, hedgers.—This includes traders who buy and sell 
futures to offset other sales or purchases of cash grain or 
grain products. Elevator operators, exporters, and manu- 
facturers come within this class. 

Class C, scalpers or pit traders.—This class is made up 
of traders who buy and sell during the trading session, often 
in large quantities, but who are practically always ‘“‘ even ” 
at the close of the session. 

Class D, speculators.—Includes the traders who buy or 
sell on relatively large scale in the hope of profiting through 
price changes occurring over a period of more than a day. 

Class E, spreaders.—This class is composed principally of 
those who specialise in trading between futures, between 


1 Reports by Members of Grain Futures Exchanges (in two parts), Senate 
Documents No. 264, 70th Congress, 2nd Session, and No. 123, 71st Congress, 
2nd Session. For a statement of the conditions which led to this study see 
below, pp. 426, 427. * Ibid., p. 12. 
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grains, or between markets. Their hope of profit arises 
out of the change in price relationship between futures, 
grains or markets. A spreader, for example, may be long 
the September future and short the December future to a 
corresponding amount in the same or in different markets, 
hoping to profit by a change in the price spreads between 
them. 

By subtracting the total trading and open commitments of 
these four classes from the total trading and open commitments 
data for all traders it was possible to secure total figures for the 
trading of the smaller traders. This class, designated Class F, 
included hedgers, scalpers, and spreaders, but the majority were 
said to be speculators scattered throughout the United States. 

These classifications are admittedly rough. Each of the four 
classes of larger traders includes individuals who did some trading 
of the type indicated by the other classifications. In all such 
cases the traders were classified according to the typé of trading 
which predominated in their activity. The grouping is not 
exactly suited to the purposes of an investigation of the profits 
of professional speculators. There may be some amateur specu- 
lators among the large traders in Class D, and there are certainly 
professional speculators included in Class F. It is probable, how- 
ever, that use of size of operations as a criterion by which to 
distinguish the professional from the amateur does not lead to 
gross errors. 

By taking the net change in open commitments for each class 
for each day in the period covered, and by multiplying it by a 
price for that day, an estimate may be made of the profitable- 
ness of the operations of the class as a whole. Such a compu- 
tation takes no account of scalping, or in-and-out trading during 
the day. While such trading is an important element in the 
market, it may be distinguished from speculative trading, which 
is concerned with the course of prices over a period of days or 
weeks. The profits or losses so calculated do not include com- 
missions, or other expenses incurred in trading. 

An estimate was made of the profits and losses in the September 
wheat future of 1927; and the results are shown in the tables 
below (Tables I, II and III). Each daily change in net position 
was multiplied by the high and by the low price for the day, and 
by the mean of the high and low prices for the day. By alter- 
nately assuming that all transactions for a given day were made 
at one of these prices, estimates of the net cost and net returns 
for the transactions of each class could be secured. The differ- 
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ence between these two values gave the net profit or loss for the 
class under the conditions assumed. 

The results of these computations are summarised in Table I. 
For each assumed price quotation the profits and losses of the 
longs and shorts balance, and the profits and losses of the various 
classes of traders balance. This is an essential characteristic of 
the market. It would be equally true if the actual price at which 
each transaction takes place were used in the computation, in- 
stead of a single price for all transactions on the same day. This 
is explained in greater detail below. 


TABLE I 


Estimates of Profits and Losses of Various Classes of Traders in 
the September 1927 Wheat Future, at Different Price Quotations. 
(In thousand dollars.) 


Daily price quotation used. 


Class High. Low Mean 
Long. | Short.} Net. | Long.| Short.} Net. | Long.| Short.| Net. 
Hedgers - |— 64] 314] 250 |— 71 209 138 |— 67] 261 194 
Scalpers ‘ 6 8 14 33 8 41 20 8 28 

Large Specu- 

lators - |—545 53 |—492 |—298 55 |—243 |—422 54 |—368 
Spreaders .|— 3 |— 67 |— 70 1 |— 24 |— 23 |— 1 |— 45 |— 46 
Small traders 236 62 | 298 22 65 87 129 63 192 
Total . |—370! 370 0 |—313 | 313 0 |—341 341 0 


Losses are indicated by the negative sign. 


This type of calculation gives an appearance of greater 
accuracy than the figures justify. It is possible, however, to 
present results which rather over-emphasise the inaccuracy of 
the estimation. If we assume that a given class makes its net 
purchases at the low prices of the days when the class in general 
is buying, and its net sales at the high prices of the days when 
sales predominate, we may compute an absolute upper limit to 
the profits which may accrue to the class. If, on the other 
hand, the computation is made on the assumptions that the 
class made its net purchases at the highs, and its net sales at 
the lows, we secure the most unfavourable result which could 
possibly accompany the operations of the class. These limits 
are shown in Table II. The mid-point between the limits is 
identical with the value which resulted from assuming the trades 
for each day to be made at the mean of the high and low values 
for the day. 
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II 


Limits within which Profits and Losses on the 1927 September 
Wheat Future must have Fallen. 


(In thousand dollars.) 
Favourable | Unfavourable 
limit. limit. Meen 
Hedgers : 
Long — 43 — 92 — 67 
Short. 947 — 424 261 
Scalpers : 
Long F 79 — 39 20 
Short 96 — 80 8 
Large Speculators : 
Long 734 —1,577 —422 
Short. : 100 8 54 
Spreaders 
Long 39 — 4i1 - 
Short 186 — 277 — 45 
Small Traders 
ng 1,060 — 802 129 
Short 160 — 33 ~ 63 


Losses are indicated by the negative sign. 


The limits shown could not possibly be reached by any class. 
The volume of trading at the high and at the low each day is a 
very small proportion of the total volume. That any class of 
traders could conduct all their transactions at these extremes is 
quite impossible. That any class should consistently trade at 
prices much more favourable than the mean is highly improb- 
able. The mean may be considered as the most likely represen- 
tation of the situation, although the possibility of considerable 
error should not be overlooked. 

It is clear from Tables I and II that the large speculators did 
not display unusual prescience in their trading in the September 
1927 wheat future. As a group they probably lost in the neigh- 
bourhood of $350,000. The small traders, on the other hand, 
probably made a total profit of the order of $200,000. The 
scalpers, who are also professional speculators, seem to have 
made a small profit on their speculative (non-scalping) activity. 
Trading in September wheat represents only one side of the 
transaction for the hedger or the spreader, and the indication 
that hedgers profited and spreaders lost in September wheat is 
no evidence as to the outcome of their trading operations as a 
whole. 

In the computation of profits and losses for the 1927 September 
wheat future the only basis upon which the large speculators 
could have made a better showing than that indicated by the 
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mean is on the assumption that they were more fortunate in 
selecting the favourable price within the day than in forecast- 
ing the direction of day-to-day changes. It is clear that they 
were not accurate in their predictions of the course of the 1927 
September wheat future. 

While the smaller traders were more successful than the large 
speculators in forecasting price changes, this does not mean that 
they made a net profit out of their speculative activity. The 
above computations do not take commissions or taxes into 
account, nor do they include in-and-out trading, that is trades 
which are closed on the same day they are opened. An accurate 
estimate of the deductions necessary to secure net profits is not 
possible, as the commissions are not the same for non-members 
as for members of the Board of Trade, and there is no way of 
discovering how much of the trading of a given class was done 
by members, and how much by non-members. It is also im- 
possible to segregate the commissions on in-and-out trading 
from the commissions on longer term speculation. It may be 
of interest to note, however, that the class of small traders pur- 
chased and sold 949 million bushels in the September 1927 wheat 
future. At the non-member rate they would have paid com- 
missions of somewhat less than $1,400,000 on this volume of 
trading. As the most favourable limit for the profits of this 
class of traders was $1,200,000, it is very doubtful if they benefited 
financially from their speculation. 

It is possible to make estimates of the profits and losses of 
the heaviest individual speculators in the September 1927 wheat 
future. For the period January 3 to October 31, 1927, the 
Grain Futures Administration has compiled the trading by days 
and by futures for each trader who at any time during the period 
had an open interest of at least 2 million bushels in a single 
future. There were seven of these speculators, but only six of 
them traded in the September 1927 wheat future. The outcome 
of their trading activity is shown in Table III. These compu- 
tations, of course, disregard commissions, taxes and other ex- 
penses of trading. On this basis, Trader No. 2 certainly made 
a profit, Trader No. 3, almost certainly a loss, while the results 
for Traders 4 and 5 are in doubt. Trader No. 6 probably made 
a profit, and there can be no doubt that Trader No. 7 sustained 
a very heavy loss. This loss was probably in the neighbourhood 
of $600,000. 

Trader No. 7 was by far the heaviest trader in the September 
1927 wheat future, and his forecast of the course of prices was 
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III 


Profits and Losses of Individual Large Traders in the September 
1927 Wheat Future. 


(In thousand dollars.) 


Trader Favourable Unfavourable tain 
; _ limit. limit. 
No. 2: 
No. 3: 
Long : — 6 — 30 3s 
No. 4: 
Long : 23 = 2 
No. 8: 
No.6: 
Short. : : 3 210 — 79 65 
No.7: 
Long : —320 —878 —599 


* Less than $500. Losses are indicated by a negative sign. 


quite erroneous. He was heavily long while wheat prices were 
declining and continued to decline. At one time he was long 
more than 8,400,000 bushels in September wheat. When he 
finally decided that he was on the wrong side of the market he 
sold 8,500,000 bushels in the September and December futures 


TaBLE IV 


Profits and Losses of Various Classes of Traders in the September 
1927 Maize Future. 
(In thousand dollars.) 


Favourable | Unfavourable 
Class. limit. limit. Mean. 
Hedgers 
Short 3 — 282 — 1,897 — 1,089 
Scalpers : 
Long... 15 2 
Short. : : 31 — 64 WW 
Large Speculators 
ng 3,185 301 1,743 
Spreaders 
Short 57 — 220 — 81 
Small Traders 
29 
Short 454 — 1,556 — 6551 


Losses are indicated by a negative sign. 


= 
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in a single day. It is hardly surprising that on this day the 
price of the September future declined more than on any other 
day during the life of the future. This is an instance in which 
the trading of a professional speculator tended to increase rather 
than decrease fluctuation. 

The study of profits and losses in the September 1927 maize 
future yielded results which are in striking contrast to those 
obtained for wheat. These results are summarised for the differ- 
ent classes of traders in Table IV. The large speculators as a 
group profited by an amount in the neighbourhood of $1,700,000. 
All other classes of traders lost on their September maize future 
transactions; the hedgers approximately a million dollars, and 


TABLE V 


Profits and Losses of Individual Large Traders in the September 
1927 Maize Future. 
(In thousand dollars.) 


Favourable | Unfavourable 
Trader. limit. limit. Mean. 

No.1: 

Long 285 — 283 1 

Short 79 2 40 
No. 4: 

Long 147 33 90 

Short : 48 20 34 
No.6: 

Long : 7 — 15 — 4 

Short : — 17 —152 — 85 
No.7: 

Long : 626 163 395 

Short 41 — 12 15 
No. 8: 

Long 219 Lig 166 
No. 9: 

Long. : 157 | 58 

Short 48 — 244 — 98 
No. 10 

Long 49 — 78 — 14 
No. 11 

Long 124 —101 11 

Short — * 
No. 12 

Long 383 258 320 
No. 13: 

Long — 46 —169 —107 

Short 1 — 12 6 
No. 14: 

Long 237 115 176 

Short — 3 — 6 — 4 
No. 15 

Long 44 0 22 
No. 16 

Long 111 — 12 50 

Short : — 6 — 3 


* Less than $500. 


1934] THE PROFITS OF PROFESSIONAL SPECULATORS 425 


the small traders about one-half of that amount, while the losses 
of spreaders and scalpers were relatively unimportant. These 
results are in much closer conformity with the usual conception 
of the success of professional speculators than those secured from 
a study of dealings in the wheat future. 

The profits. and losses of the largest individual traders in the 
September 1927 maize future are shown in Table V. Seven of 
the thirteen largest traders profited from their dealings in this 
future; two lost; and the success of four traders, Numbers 1, 9, 
10 and 11, is in doubt. 

The computations of profits and losses in the September 1927 
wheat and maize futures are too small a sample to be considered 
representative of the results of speculative trading in general. 
Even if the sample were representative, the results would be 
inconclusive, since the large traders were successful in the maize 
future and unsuccessful in the wheat future. 

It is the opinion of the writer that the ability of professional 
speculators to forecast the course of prices is genetally over- 
estimated. If professional traders, as a group, profit from their 
activity it seems likely that such profit is the result of forecasting 
price changes for a period no longer than a few hours, and not, 
as is generally assumed, for periods of several days, or even 
weeks. Mr. H. S. Irwin, of the United States Grain Futures 
Administration, has discovered that large speculators carry less 
than one-half of their trades overnight. That is, to use a long 
transaction as an illustration, a bushel is bought and then sold 
the same day for every bushel which is sold on a day other than 
that on which it was bought. In the case of short sales, the 
original sale is covered by a compensating purchase on the same 
day more frequently than the trade is allowed to remain over- 
night. This statement applies, not to scalpers, who are expected 
to confine themselves largely to in-and-out trading, but to the 
group of traders who were defined as speculators; which in- 
cluded all large traders not distinguished as hedgers, scalpers or 
spreaders. 

The preponderance of in-and-out trading by large traders 
indicates either that they are primarily interested in price fluctua- 
tions within the day—are large-scale scalpers—or that much of 
their trading is done with the purpose of influencing the market. 

The fact that large speculators are frequently in error in their 
forecasts of the course of prices, and the discovery that trading 
by large speculators has a much greater influence on prices than 
the same volume of trading by other classes of traders, have led 


426 THE ECONOMIC JOURNAL [SEPT. 


to the conclusion by the Grain Futures Administration that a 
limit should be imposed upon the volume of trading which may 
be done by an individual in a single day.!_ A limit to the total 
open interest an individual trader may hold has recently been 
imposed under the Agricultural Adjustment Administration. 
The trend in American practice at the present time is in the 
direction of greater restrictions on the activities of large specu- 
lators, while little attention is being paid to the amateurs. 

A most interesting requirement of the Grain Futures Adminis- 
tration is the provision that each individual must report his 
trades and open commitments to the Administration when his 
net position is more than a certain amount. This amount varies 
with the size of the market. For the Chicago Board of Trade it 
is 500,000 bushels. Regarding this requirement, Professor Smith 
says: 


“There is an impression in America that the increasing 
suppression of the outside ‘ punter’ and the necessity of 
reporting to the Government all transactions in wheat in 
Chicago of 500,000 bushels or over are tending to lower the 
price obtained by the producer for his crop. There are, of 
course, other and more fundamental reasons for the com- 
paratively low prices of agricultural products throughout 
the world; but it is certainly the case that the new regula- 
tions in America have prevented some large dealers from 
giving their powerful support to the wheat market.” 2 


It is difficult to say what Professor Smith had in mind 
when he referred to “‘ the increasing suppression of the outside 
‘punter’ ” in the United States. None of the legislation regu- 
lating the grain trade in the United States has had this purpose 
or effect. His contention that the reporting requirements “‘ have 
prevented some large dealers from giving their powerful support 
to the wheat market ” is open to two questions: (1) Is it true 
that large traders, because of these regulations, have refrained 
from trading, or have reduced their activity? (2) If these large 
traders were in the market, would they “ support ”’ it ? 

Largely because of criticisms similar to that of Professor 


1 In the Report of the Chief of the Grain Futures Administration for 1930 the 
following statement is made :—‘‘ Of the amendments to the Grain Futures Act 
deemed desirable perhaps the most salutary, in the opinion of the Administra- 
tion, would be the imposition of a rational limitation upon the volume of daily 
purchases or sales and the total futures holdings permitted a trader for speculative 


purposes.” 
2 Economic JourRNAL, XXXIII, p. 581. 
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Smith the regulations calling for reports on the trading of indi- 
vidual dealers were suspended by the Secretary of Agriculture 
in February 1927. Prices of wheat futures declined through 
March and April of that year; rose sharply early in May; and 
declined in the latter part of May and through June and July. 
After a short recovery in August, prices fell rapidly until the 
middle of September. After a month of fairly stable prices, 
the decline was resumed in-October. The suspended regulations 
were restored on November 1, 1927, when the price of wheat 
futures was about 9 cents lower than at the time of suspension. 

The Senate in February 1928 directed the Secretary of Agri- 
culture to make an investigation of the effects of the suspension 
of the reporting requirements. The Grain Futures Administra- 
tion therefore made a careful study of the trading of various 
classes of traders on the important grain exchanges of the United 
States from January 1 to October 31, 1927. The data gathered 
in the course of this investigation made possible the profit and 
loss calculations the results of which were given above. The 
evidence secured showed that the suspension of the reporting 
requirements did not increase the total volume of trading, bring 
in additional large speculators, or increase the trading by the 
large speculators already in the market. While some of the 
large traders were long during the period when the regulations 
were suspended, others were short, and the short commitments 
of the group as a whole were greater than the long commitments 
on a majority of the days for which the regulations were sus- 
pended.!_ While it may seem surprising that the removal of the 
reporting requirements did not stimulate trading by those indi- 
viduals who would otherwise have been obliged to report, the 
failure of the group to “ support ” the market was to be expected. 
An individual trader buys or sells on the basis of his best judgment 
as to whether prices are going up or down, and his activity will 
“ support ” the market only when he thinks prices are going up. 
When his judgment is wrong his powerful support may be un- 
desirable, as was strikingly shown by the experience of the 
largest speculator in the 1927 wheat future. 


III 


It may be that professional speculators, as a group, profit 
from trading on organised produce exchanges. If this is the 
1 The results of this investigation are published in Senate Document No. 264, 


70th Congress, 2nd Session, and Senate Document No. 123, 71st Congress, 2nd 
Session. 


I 
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case it is at least possible that these profits come very largely 
from trading on very short-time fluctuations in prices. On the 
other hand, it is possible that professional speculators in general 
do not profit from speculative trading, especially when trades 
are held open for considerable periods of time. That individual 
traders have made spectacular profits, not to mention the equally 
spectacular losses, cannot be denied. The very fact that large 
gains are possible, however, may attract men and capital to a 
business in which there is no net gain. It is quite conceivable 
that professional commodity speculation has the characteristics 
which Veblen attributed to gold mining when he said: “ The 
total cost of producing the supply of gold habitually exceeds the 
total value of the product by several hundred per cent.” 4 

Professors Lehfeldt and Smith assumed that there was a net 
gain for professional traders on organised produce exchanges, 
and addressed themselves to the problem of answering the ques- 
tion, ‘‘ From what source are these profits derived ? ” 

Lehfeldt answered the question in the following way :— 
Changes in prices affect the transfer of wealth in the community. 
If the price of a particular commodity is high, and its demand 
inelastic, a larger share of the total social wealth goes to the 
producers of that commodity. If the price is low a larger share 
gc.s to the consumer. ‘“ When a deficient crop is ripening, an 
exchange dealer, with his superior sources of information, and 
knowledge of the market, will associate himself with the pro- 
ducers, in the sense that, by buying futures he becomes responsible 
for a part of the enterprise of growing the crop. When an 
abundant harvest is just coming into sight, an astute dealer 
starts bearing the market, that is by selling futures, he takes a 
share in the utilisation of the unusually abundant and cheap 
material which will shortly be forthcoming.” He concluded 
that, “. . . if the amateur speculator disappeared altogether, 
produce exchanges would still earn the income necessary for 
their maintenance.” 2 

Professor Smith agrees with Lehfeldt in part. He says, 
“There always has, I think, been fairly general agreement that 
considerable profits accrue to the experts from these sources 
under the conditions assumed. Professor Lehfeldt’s reasoning 
ought to convince those who have any doubts remaining on this 
point.” * He maintains, however, that this source of profit is 
sufficient for the expert speculator only when the fluctuations 


1 Absenice Ownership, p. 174. 2 Loc. cit., p. 430. 
3 Loc. cit., p. 579. 
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in price are considerable. He contends that, “... when 
markets are free from abnormal disturbances . . . the amateur 
speculator is useful and his existence essential for the continued 
prosperity of the expert. There is adequate evidence from a 
long series of Government inquiries in both Canada and the 
United States to establish the fact that the bulling and bearing 
of experts during crop years of normal yield are not harassing 
or costly to producers or consumers, but are undertaken mainly 
with the object of enticing outside ‘ punters’ to speculate and 
thus provide the profits that are not forthcoming in adequate 
supply from other sources at such times.” } 

The profits of expert speculators in abnormal times, according 
to Professor Smith, also come from the losses of less skilful pro- 
fessional speculators, who fail in relatively large numbers at 
such times. 

It may be recalled that in the calculation of profits and losses 
on the September 1927 future, the profits exactly equalled the 
losses. Does this prove that the profits of each class of traders 
are balanced by losses by other classes? ‘The solution of the 
problem is not difficult when the mechanism of future trading 
is clearly understood. Strictly speaking, the speculator who 
“buys ” long or “sells”? short on a produce exchange is not 
buying or selling anything. He is entering into a contract to 
buy or sell a specified quantity of the commodity in question 
during a given period in the future, the quality of the com- 
modity to be transferred to fall within certain limits. In February 
1931, for example, buyers and sellers of the September wheat 
future on the Chicago Board of Trade were entering into con- 
tracts to buy and sell the specified quantities of wheat in September 
1931. These contracts would be fulfilled by the delivery of wheat 
of the following grades: No. 1 Hard Winter, No. 2 Hard Winter, 
No. 1 Red Winter, No. 2 Red Winter, or No. 1 Northern Spring, 
at the price quoted; No. 1 Hard Spring at 2 cents premium; 
No. 1 Dark Hard Winter at a 1} cents premium; No. 1 Dark 
Northern Spring at a 1 cent premium; or No. 2 Dark Hard 
Winter at a premium of } cent. 

These contracts are not usually fulfilled. Whenever either 
party to the contract wishes to withdraw he enters into the 
opposite side of another contract for the same quantity of produce, 
and through a clearing house mechanism, his two contracts 


1 It would seem to follow from Professor Smith’s reasoning that speculation 
tends to stabilise prices in abnormal times but to increase fluctuations in normal 


times. 
No. 175.—vo.L. XLIV. FF 
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cancel each other. Through his broker a sum of money equal to 
the difference in the prices per unit on the two contracts, multi- 
plied by the number of units specified, is paid to him, or is exacted 
from him, by the clearing house. This sum of money, with 
adjustments for commissions to brokers, is his profit or loss on 
the transaction. The clearing house, which acts as the seller to 
all buyers and the buyer to all sellers, disburses (aside from 
clearing charges) exactly as much money as it receives. For all 
contracts settled by opposite transactions the profits of the 
successful speculators are exactly equal to the losses of the un- 
successful (commissions being left out of account). 

If, in the less usual case, the seller fulfils the contract by 
delivery of the commodity, the delivery is made to the clearing 
house by warehouse receipt. The clearing house then delivers 
the commodity, not to the original ‘“ buyer,’’ who has probably 
long since withdrawn from the market, nor to his successor, for _ 
it is of no advantage to the clearing house to keep the trades 
matched, but to the broker who has the oldest long position with 
the clearing house. The broker in turn notifies his customer of 
delivery, and the customer accepts the goods and pays the price 
specified in his contract. The difference between the price paid 
by the purchaser and the price received by the seller is taken 
care of by the clearing house, but the disbursement or receipt 
of this sum need cause the clearing house no concern, since 
during the life of the future it will buy and sell exactly the same 
amounts at any given price. The clearing house still maintains 
a balance between income and outgo, but the balance is only 
complete when the future expires. So far as the futures market 
is concerned, therefore, the profit of one group of traders must 
be balanced by equal losses by other traders. 

If wheat is delivered on a futures contract, however, the 
profits and losses of the traders concerned are not entirely 
accounted for by considering the result of their futures opera- 
tions. Delivery or acceptance of delivery involves transactions 
in other markets. The seller who delivers wheat has previously 
purchased it (or grown it). The buyer who receives the wheat 
will sell it as cash wheat, or convert it into wheat products. 
The balance of profits and losses for all traders would be main- 
tained only if each long who accepts delivery resells the cash 
wheat at exactly the price paid for it by the seller. This exact 
coincidence, of course, will rarely occur, and profits and losses 
will not balance. This may be the situation which Lehfeldt had 
in mind as a source of profit to professional speculators. 
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It seems hardly possible, however, that any considerable 
profits for the professional speculator could be associated with 
delivery. In the first place, professional speculators as a group 
are not usually interested in delivering or receiving delivery of 
cash wheat. ‘This is clearly shown by the actions of the seven 
largest speculators in Chicago wheat futures in the period from 
December 31, 1926, to October 31, 1927. Each of these specu- 
lators had an open interest of at least two million bushels in a 
single future some time during the period. There were three 
delivery months in which their bebaviour could be scrutinised, 
but some of the traders did not trade in all deliveries. Five of 
the traders dealt in all three futures in which delivery was made 
during the period, one in two futures, and one in only one future. 
There are, therefore, eighteen instances in which the behaviour 
prior to the delivery month can be compared with the behaviour 
during the delivery month. In only five of these eighteen cases 
was trading in the future continued into the delivery month. 
Even in these five cases the trading in the delivery month was 
very small compared with trading in the preceding months. 
This is shown in the following table, which compares the maximum 
position of each of these five traders in each future during the 
period before delivery was possible with the maximum position 
in the delivery month. 

TaBLE VI 
Open Commitments of the Large Speculators who Traded in the 
Deliverable Wheat Future during the Delivery Months of May 


or July 1927.1 
(Thousand bushels.) 


May Future. July Future. 
Trader No. Maximum Maximum Maximum Maximum 
position prior | position in position prior position in 
to May. May. to July. July. 
5 3,550 730 2,335 0 
6 3,655 645 5,670 85 
7 6,800 100 5,645 200 


1 None of the seven large speculators traded in the September wheat future 
in September 1927. 


An additional reason for believing that little profit accrues 


to professional speculators from the process of delivery is the’ 
fact that the amount delivered on the Chicago Board of Trade is 
such a small proportion of the total volume bought and sold 
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during the life of the future, that any conceivable profit on it 
would be negligible compared with the profits and losses on other 
transactions. Information secured by the Grain Futures Adminis- 
tration shows that the volume of wheat futures settled by delivery 
is usually much less than one per cent. of the total quantity sold 
during the life of the future. In the seven futures for which 
the actual wheat delivered is known, the amount of wheat used 
was never more than two-tenths of one per cent. of the trading 
in the future.1 It must be concluded that this source of profit 
for the professional speculator is negligible. 

One other possible source of profits for the professional specu- 
lator is the part which he may play in hedging transactions. It 
is often stated or implied that professional speculators profit by 
their participation in these transactions. Lavington, for example, 
says, ‘The manufacturer who carries his own cotton may in 
the long run have suffered no direct money loss, but he will have 
been continuously subject to imperfectly foreseen changes in his 
business situation; and he will usually be willing to pay a price 
for the removal of this evil by buying or selling a future, the 
price of which will (normally) contain a payment to the specu- 
lator for his service in carrying cotton through time.” ? In 
considering this possibility the dual nature of all hedging should 
be borne in mind. A commercial transaction is balanced by 
an equal and opposite futures transaction. The operation on 
the organised market is an outgrowth and result of the com- 
mercial activities of the hedger. The opening and closing of a 
hedging account depend upon conditions entirely beyond the 
control of the speculator. If the hedger makes a practice of 
hedging all his commercial transactions his future trades will 
be random actions from the point of view of the futures market, 
and for a large number of cases the probability that prices will 
fall during the life of the hedge is approximately equal to the 
probability that they will rise. If, as is sometimes contended,* 
a considerable number of dealers tend to hedge wheat stocks only 
when they fear a decline in prices, their profits and losses on 
futures will depend on their ability to forecast prices. If their 
forecasts are generally correct they will gain from their future 
trades; if they are more frequently wrong than right they will . 
lose. If they lose, the question arises whether their losses are a 


1 Cf. U.S. Department of Agriculture, Statistical Bulletin, No. 31. 

2 F. Lavington, ‘The Social Interest in Speculation on the Stock Exchange,” 
Economic JournNAL, March 1913, XXIII, 41. 

® Cf. Holbrook Working, ‘‘ Financial Results of Speculative Holding of 
Wheat,” Wheat Studies, July 1931, p. 426. 
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source of profit to the expert speculators. The losses as well as 
the profits from hedging operations arise from a lack of coinci- 
dence in prices in the two markets involved. It is of no advan- 
tage to the speculator on the opposite side of a selling hedge if 
flour prices do not increase as much as the December future. 
Nor would he lose if flour prices should rise more than future 
prices. Yet in one case the miller hedging would lose, and in 
the other case he would profit. It is by no means established 
that hedgers, in the long run, lose on their operations; that they 
pay a premium for their insurance, so to speak. But if they do 
there is no reason to believe that speculators pocket the hedgers’ 
losses. 

If it is assumed that the expert speculators tend to accept 
the hedging transactions which prove profitable to the speculator, 
and the amateur those which prove unprofitable, the situation is 
probably best described as one in which professionals are profiting 
at the expense of the amateurs. 

It seems impossible to escape the conclusion that the only 
significant source of profits for any group of traders on the Chicago 
Board of Trade is the losses of other groups of traders. This 
raises again the question with which Professors Lehfeldt and 
Smith were concerned, “‘ Would it be wise to take measures to 
exclude amateur speculators from the market ? ”’ 

Although it is clear that the profits of professional speculators 
as a group are gained at the expense of other classes of traders, 
one may well doubt whether the professional speculators are so 
uniformly successful that the elimination of amateurs would 
destroy the market. It is particularly doubtful whether any 
feasible measure for reducing the participation of amateurs (such 
as increased margin requirements) would interfere seriously with 
the proper functioning of organised produce exchanges. 

STEWART 


Reed College, 
Portland, Oregon. 


AGRICULTURAL REORGANISATION AND PRICE 
CONTROL 


I 


SuccEssivE Governments in this country have recognised the 
need for some degree of reorganisation in agricultural marketing, 
and three Agricultural Marketing Acts have been passed. Dr. 
Addison’s Act of 1931 concentrates on the granting of facilities 
for a reorganisation of production and marketing, and to a lesser 
degree on the provision of powers to enhance price. Mr. Elliot’s 
first Act of 1933 is mainly concerned to strengthen and extend the 
provisions which enable the farmers to increase the prices they 
receive. His second Act introduces only minor modifications. 

This article discusses the powers conferred on farmers by the 
Agricultural Marketing Acts to control the prices they receive for 
their products, and the effect on prices and supplies of the more 
important schemes which have already been put forward. It does 
not deal with the important aspect of the possible improvement of 
efficiency in marketing and production. 

Marketing Boards under the Agricultural Marketing Acts of 
1931 and 1933 have been set up for hops, pigs and bacon, milk, and 
potatoes. The powers conferred on these Boards for regulating 
price are wide. No producer not exempt from the provisions of 
the scheme—and the exemptions are in all cases inconsiderable— 
may sell the regulated product except under the terms laid down 
by the Marketing Board. A marketing scheme under the 1931 
Act may provide that all producers should sell only to the Board 2 
or may 

““empower the board to regulate sales of the regulated product by any 

registered producer by determining for such period as may be fixed by the 

board— 

(i) the kind, variety or grade of the product which may be sold; 

(ii) the price at, below or above which, the terms on which, and the 
persons to, or through the agency of whom the product or any kind, variety, 

grade or quantity thereof may be sold ”’; 3 


1 Agricultural Marketing Act, 1931; 21 and 22 Geo. 5, Ch. 42; Agricultural 
Marketing Act, 1933, 23 and 24 Geo. 5, Ch. 31; Agricultural Marketing No. 2) 
Act, 1933, 24 Geo. 5, Ch. 1. 

2 Agricultural Marketing Act, 1931, 5 b. 3 Ibid., 5 e. 
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Under the 1933 Act, in addition, any scheme may 


‘* provide for the determination from time to time of the quantity of the 
regulated product or of any description thereof which may be sold by any 
registered producer, so, however, that the scheme shall either specify the 
method of determination or require the board to prescribe it, and, ... the 
method of determination may be such as to secure that the quantity (if any) 
which any particular registered producer may sell is determined wholly or 
partly by reference to the quantity of that product . . . which was, in some 
past period, produced or otherwise dealt with on particular land or premises 

or by particular persons,” 1 

Thus, first, a Board is given complete powers to enforce its 
price arrangements upon its members, and secondly, in an un- 
equivocal manner so far as the 1933 Act is concerned, it is enabled 
to make provisions having the effect of limiting supplies, and so, 
to a certain extent, of determining the price which the consumers 
of its products shall pay. 

Its powers, however, are not unfettered. First, the scheme 
must be accepted by a majority of the producers. Soon after it is 
approved by Parliament, a pool of registered producers must be 
taken; at least two-thirds of the registered producers in number, 
and registered producers capable of supplying at least two-thirds 
of the product must vote in favour of the scheme if it is to come 
into force. Further, if the Minister is satisfied that less than half 
the producers of the commodity in question, other than those 
exempt from the provisions of the scheme, voted at the poll, he 
must revoke the scheme. Once it is in operation registered pro- 
ducers elect the Board to administer it. 

Secondly, the interests of consumers are, nominally at least, 
guarded. Two committees must be set up, a consumers’ com- 
mittee, and a committee of investigation.2 The former, represent- 
ing consumers’ interests, is to consider and report to the 
Minister on 

‘* (i) the effect of any scheme approved by the Minister, which is for the 


time being in force, on consumers of the regulated product; and 
(ii) any complaints made to the committee as to the effect of any such 


scheme on consumers of the regulated product.”’ * 

The latter has access to the accounts and other papers of the 
Board, and is, on the instructions of the Minister, to consider and 
report to him 


‘‘on any report made by a consumers’ committee and any complaint made 
to the Minister as to the operation of any scheme which, in tke opinion of the 
Minister, could not be considered by a consumers’ committee.’ 4 


1 Agricultural Marketing Act, 1933, Part IIT, 10 (1). 


2 Ibid., 1931, 9. 
3 Ibid., 9 (2) b. 4 Ibid., 9 (3) b. 
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“‘ If a committee of investigation reports to the Minister that any provision 
of a scheme or any act or omission of a board administering a scheme is 
contrary to the interests of (the ultimate) consumers of the regulated pro- 
duct, or is contrary to the interests of any persons affected by the scheme 
and is not in the public interest, the Minister, if he thinks fit so to do after 
considering the report and consulting the Board of Trade,”’ } 


may amend the scheme by order, direct the board to rectify the 
matter, or revoke the scheme, the two former with the acquiescence 
of, and the latter by the consent by resolution of both Houses of 
Parliament. 

Thus the final decision as to whether any action of a producers’ 
board shall stand rests with the Minister, with the consent of 
Parliament. If any policy of theirs appears to injure ultimate 
consumers, or seems both to injure traders and to be against the 
public interest he may—not must—refuse to pass it. 

This, however, is not all the power granted to the Minister 
by the Marketing Act of 1933. With the exception of a few 
agricultural commodities, such as liquid milk and potatoes, a 
substantial proportion of the home consumption is supplied by 
imports. Over these, also, the Minister is given some measure 
of control. The Board of Trade, after consultation with the 
Minister of Agriculture and the appropriate Ministers for Scotland 
and Northern Ireland, may make an order regulating both the 
quantity and/or quality, of the importation into the United 
Kingdom of any agricultural product, if it appears to the Board 

‘*(a) that there have been, or are being taken all such steps as are 
practicable and necessary for the efficient reorganisation, by means of agri- 
cultural marketing schemes ... of those branches of the agricultural 
industry . . . in whose interests the order is made. 

(6) that without an order . . . the effective organisation and development 
of the said branches under such schemes cannot be brought about or cannot 

be maintained.”’ 2 

The Board, in making such an order, must take account of the 
interests of consumers of the product—and in this case consumers 
include persons who use the commodity for subsequent manu- 
facture—of the probable effect on commercial relations with other 
countries, and of existing treaties, conventions or agreements.® 

Finally, the Minister may, without the initiative of a producers’ 
Marketing Board, under certain circumstances, control the sales 
of domestic agricultural produce. 

Where 


(a) the importation of an agricultural product into the United 
Kingdom is regulated by an order in force under the foregoing section; or 


1 Agricultural Marketing Act, 9 (5). 
2 Loc. cit., 1 (1). 3 Ibid., 1 (3). 
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(b) the Board of Trade certify that arrangements have been made, 
to the satisfaction of the Board, for controlling the importation of an 
agricultural product into the United Kingdom, 

then, if it appears to the Minister of Agriculture and the Secretaries of 
State concerned with agriculture in Scotland and Northern Ireland respec- 
tively, that an order under this section will conduce to the efficient 
reorganisation or organised development of any branch of the agricultural 
industry in the United Kingdom, or is necessary in order to secure the 
economic stability of any branch of that industry, the said Minister and 
Secretaries of State, acting in conjunction, may “ make” an order regulating 
sales of the said agricultural product or any related product by persons 
producing it in the United Kingdom or by boards administering agricultural 
marketing schemes, by determining for any such period as may be specified 
in the order :— 

(i) the descriptions of the product which may be sold; 

(ii) the quantity of the product, or of any description thereof, which 
may be sold; 

so, however, that nothing in an order under this section shall apply to any 
product in so far as it is produced outside the United Kingdom.” ! 


The Market Supply Committee referred to in this section is an 
impartial body appointed by the Minister to advise him in regard 
to supply control, both of home-produced and of imported 
produce. 

It is thus apparent that, both as the person who is responsible 
for determining the validity of consumers’ objections to the 
actions of producers’ boards, and as the authority who can in some 
measure control both imports and domestic sales, the attitude of 
the Minister is of fundamental importance to the price policy of 
Agricultural Marketing Boards. 

The attitude of the present Minister of Agriculture may be 
suggested by the following selections from his speeches. In 
moving the second reading of the 1933 Agricultural Marketing 
Bill, Mr. Elliot said : 

** So we come bluntly upon the solution that we must seek to establish 
replacement value as the criterion of what shall be asked from the consumer 
for the product which he is attempting to consume. We must, therefore, ask 
ourselves what that level is to be. Is it to be determined by the lowest cost 
of the most favourably situated producers? . . . It is no longer the national 
policy to buy all over the world in the cheapest market, because we cannot 
afford it. . . . The replacement value must be, for the renewal of products 
which can reasonably be produced in this country as in any other, replace- 
ment value here in these islands. Here in these islands we intend to ensure 
that British agriculture shall continue to thrive, and, if we can ensure it, to 
flourish.” ? 

Again, in supporting the Order compulsorily to restrict 
imports of Danish bacon, he said, 

1 Loc. cit., 2 (1). 

2 Parliamentary Debates, House of Commons, Official Report, Vol. 275, No. 48, 
March 13th, 1933, p. 1631. 
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‘‘ While it was most desirable that the price of staple foodstuffs should 
not be pushed to unreasonable heights, it was a little unfair of hon. members 
to advance arguments based on the fact that bacon had been placed entirely 
out of the range of the working classes. If it was within their range in 1930, 
it was a little unfair to say that to-day, when it was nearly 3d. a lb. lower, it 
was out of their range.”’ } 


From all his speeches it is fairly clear that Mr. Elliot believes 
not only in maintaining, but in raising the prices of British agri- 
cultural products, and that his interpretation of ‘‘ replacement 
value ” to British farmers is not necessarily merely a price which 
would induce them to maintain their present level of production, 
but one which would stimulate them to increase it.—‘‘ Every one 
desired a greater production of food in this country.” 2 It seems 
reasonably certain that he would be sympathetic to a plan to 
raise prices by charging different prices for the commodity accord- 
ing to the uses to which it is to be put, or by a scheme which 
depended upon limitation of imports, provided that it also involved 
some degree of domestic reorganisation. It is not equally clear 
how ready he would be to assent to plans which necessitated any 
substantial increase in the home price accompanied by a restriction 
on home production. 

In order to take full advantage of the powers granted to them 
under the Agricultural Marketing Acts, and in order to induce the 
Minister to use his powers of limiting foreign competition, farmers 
must thus adopt Agricultural Marketing Schemes. Five schemes 
are at present in force in England and Wales, and others are under 
consideration. The Hops Marketing Scheme and the Potato 
Marketing Scheme were put forward by the farmers’ representa- 
tives themselves. The Milk Marketing Scheme and the Pigs and 
Bacon Marketing Schemes were originally devised by Reorganisa- 
tion Commissions appointed by the Government. All the Boards 
except the Bacon Marketing Board are representative of producers. 
The latter represents curers, and negotiates prices and contract 
terms with the Pigs Marketing Board. Some idea of their 
importance may be obtained by comparing the approximate 
output in 1930-31 of the products with which they deal. Hops 
represented only about } per cent. of the total output in England 
and Wales of livestock products and farm crops, potatoes about 
7 per cent., milk and milk products about 31 per cent., and bacon 
about 4 per cent. 

II 

The farmer’s main objective in accepting these schemes was 
undoubtedly the hope of higher prices. Prices may be raised, 

1 Reported in The Times, November 16, 1933. 2 Ibid., November 25, 1933. 
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(1) By stimulating demand—‘.e. raising the consumers’ 
demand schedule. 

(2) By reducing the margin which the middleman is 
prepared to accept, either by lowering costs or by increasing 
bargaining power, and so raising the demand schedule of the 
middleman. 

(3) By reducing imports, and so raising the demand 
schedule for the home product. 

(4) By reducing sales, either as a whole, or in the most 
profitable market, while leaving the individual farmer free 
to produce as much as he likes. 

(5) By reducing production, through various forms of 
limitation on the output of each individual. 


It is not intended here to discuss the two former of these 
methods, in so far as they depend upon the improvement of the 
quality of production, upon standardisation and gradiug, or upon 
advertisement. Since it is not apparently proposed to supersede 
the existing channels of distribution, the effects of the schemes 
upon marketing costs will probably be limited to the economies 
which can be made as a result of better graded produce, and to 
the additional costs involved by the expenses of the Marketing 
Boards. The compulsory 100 per cent. membership, with its 
attendant prevention of undercutting, will no doubt increase the 
bargaining power of the farmers. It is, however, highly doubtful 
whether it will allow them to increase their price much at the 
expense of the middleman. 

The third method, the limitation of imports, has been exten- 
sively used, but cannot be enforced by the Marketing Boards 
themselves. It is only by using the remaining two methods that 
they themselves can hope substantially to raise prices. The fifth 
method, the limitation of production, has not hitherto been applied, 
except in the case of a comparatively small tax on any increase in 
potato acreage. The fourth method, however, the limitation of 
supplies on the market, has been used by all the Boards except the 
Bacon Marketing Board. Clearly, in the short period, if the effect 
on subsequent production be ignored, producers would gain by 
limiting supplies on any market where the demand is less elastic 
than unity, even though the surplus product were thrown away. 
If the surplus product can be sold, though at a less remunerative 
price than in the main market, then it would pay to limit supplies 
on the main market even though demand were somewhat more 
elastic than unity, and to charge discriminating prices. 
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Hops. 

The policy of the Hops Marketing Board ! is conditioned by 
the following characteristics of the crop. The demand for hops 
is inelastic; their one outlet, except for the ruinous alternative 
use as manure, is beer; the cost of the hops is but a very small 
part of the cost of the beer. Imported hops are not a complete 
substitute for the home-grown variety, as brewers prefer to use a 
proportion of each. Hop vines vary much in yield from year to 
year, but hops may be stored; after two years’ storage their value 
for brewing purposes declines substantially. So far as import 
restriction is concerned, no alteration has been made to the £4 a 
cwt. import duty imposed by the Finance Act of 1925. A com- 
mittee representing the Hops Marketing Board, the Brewers’ 
Society, and the Ministry of Agriculture has recently agreed to limit 
the importation of hops to 15 percent. of the total market demand ;? 
hitherto nearly a quarter of the consumption of hops has been 
imported. This agreement will be enforced, if necessary, under 
the Agricultural Marketing Act. 

The Hops Board takes possession of all its members’ hops and 
sells to the brewers at a price determined by bargaining. The 
brewers have guaranteed to contract in advance for at least two- 
thirds of their needs, and to compensate the Board for any of the 
remaining third which is unsold at the end of the season. Any 
surplus above the brewers’ not very variable needs the Board 
must either store, or sell at a very low price for manure. Its 
success in lifting price must therefore depend partly upon its 
power to segregate the surplus, and partly upon the fact that, 
since the cost of hops forms such a small part of the cost of beer, 
brewers can to a certain extent be squeezed without any increase 
in the price of beer. 

The Hops Board has so far marketed the two crops of 1932 
and 1933, and has had no surplus to dispose of, owing to medium 
crops and favourable demand conditions. The effect of organisa- 
tion on price is strikingly shown by the diagram. From 1917 to 
1924 the State-enforced Hop Control operated, and from 1925 to 
1928 the voluntary English Hop Growers Ltd., controlling initially 
90 per cent. of the hop acreage, was in existence. Only in 1929, 
1930 and 1931 was marketing unorganised. Conditions were 
particularly favourable for the sale of the 1933 crop. The duty on 
beer was reduced in April, 1932, demand wasstimulated by the repeal 

1 See The Hops Marketing Scheme (Approval) Order. S.R. and O., 1932, 


No. 505. 
2 See Report of the Committee, Cmd. 4628. 3 Ibid. 
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of prohibition in America, and the hops were of unusually high 
quality. Thus the price realised in 1933, averaging £15 a cwt., was 
exceptional. For the next five years an average price of £9 a cwt. 
has been agreed upon by the committee representing growers, 
brewers, and the Ministry of Agriculture.' This price slightly 
exceeds that obtained in 1932, and, though somewhat less than the 
average realised in the previous years of organised bargaining, 


S. Adj 
price _per_cwt. 


1933 
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PRODUCTION, in O00 cwt. 


THE RELATIONSHIP BETWEEN THE ADJUSTED PRICE OF HOPS AND THE 
VoLuME oF Hop PRODUCTION. 


* The adjusted price is the price per cwt. divided by the Ministry of 
Agriculture’s Index of Agricultural Prices, 1933 = 100. 


1922 to 1928, is higher, relatively to general agricultural prices, 
than in these years. 

In 1923 and 1924 sales were compulsorily limited by the Hop 
Controller, and from 1925 to 1928 acreage was restricted by 
voluntary agreements by members of the Co-operative Association ; 
non-members, however, increased their acreage substantially, 
thus bringing about the collapse of the Association. 

Thus a price as high as the agreed price of £9 a cwt. made 
necessary some restriction on acreage before the advent of the 


1 See Report of the Committee, Cmd. 4628. 


442 THE ECONOMIC JOURNAL [SEPT. 


Marketing Board. Now it is still more necessary. The Hops 
Marketing Board must now accept all a grower’s hops, at the same 
price, whereas previously growers who sold all their output to one 
brewer may well have been discouraged from planting more vines 
by the knowledge that the brewer would only accept a limited 
volume. 

The Hops Marketing Board fully expect an expansion of 
acreage, and to prevent this have put forward proposals for an 
individual production quota.1 The brewers have agreed to this 
course in return for the bargain limiting prices to £9 a cwt., and 
the amended scheme awaits sanction by Parliament. 

The general principle of the quota is that each producer is to 
be given a basic quota, equal (in general) to the average quantity 
of hops picked on his farm from 1928 to 1932 inclusive. Each 
season the Board will estimate the total market demand for hops, 
and give to every producera quota which formsthesame proportion 
of the estimated total demand as his basic quota does of the total 
of basic quotas. Quota hops will be paid the full price; hops in 
excess of the quota will only receive the small sums realised for 
hops sold as manure, unless some growers produce less than their 
quota amounts. If the market demand exceeds 110 per cent. of 
the total of basic quotas, then new basic quotas are to be allotted 
to the highest bidders.? 

Clearly this provision, when in force, as it most probably will 
be this year, must discourage production by persons not at present 
growing hops, and must limit the rate of expansion of existing 
growers. 

Potatoes. 


The Potato Marketing Board * only began operations when the 
1933 crop was largely sold. It has to deal with both maincrop 
and early potatoes. 

The elasticity of wholesalers’ demand for maincrop potatoes 
sold by growers is substantially less than unity for large crops. 
Thus a limitation of supplies sold for human consumption will 
certainly increase the producers’ total returns, evenif no outlet at 
all can be found for the small-sized “ surplus ” potatoes. In fact 
they can realise some return if fed to stock. 


1 See Draft of Amended Scheme under the Agricultural Marketing Act, 1931, 
Regulating Marketing of English Hops, published by his Majesty’s Stationery 
Office. 

2 For a more detailed description see The Agricultural Register, 1933-4, Agri- 
cultural Economics Research Institute, p. 84. 

3 See The Potato Marketing Scheme (Approval) Order, 8.R. and O., 1933, No. 
1186. 
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Under the Potato Marketing Scheme the Board is to take 
advantage of these conditions. Each year it will estimate, as 
early in September as possible, the total quantity of potatoes 
available for human consumption until the end of the next 
August. If, in the opinion of the Board 

* this quantity is likely to be substantially in excess of the estimated total 

quantity of potatoes required for human consumption in Great Britain, then 

the Board may from time to time determine, in such manner as the Board 


shall prescribe, the quantity of potatoes or any description thereof, which 
may be sold by any registered producers.”’ 1 


No definition is attempted of “ the quantity required for human 
consumption,”’ though it is clear that this amount must vary with 
the price charged, since the demand is not entirely inelastic. It 
is contemplated that, in general, the Board will limit supplies in 
any year of large production by prescribing a minimum sized 
riddle for each variety of potatoes, and prohibiting the sale for 
human consumption of potatoes which pass through this riddle. 
Thus from March to July, 1934, a minimum riddle of 13 inch for 
some varieties, and 1? inch for others was substituted for the 
1} inch riddle in general use. It is intended by this means to 
segregate the potatoes least suitable for human consumption, in 
order to maintain the price of the remainder. ‘The producer is at 
liberty to dispose of his surplus potatoes, thatis tosay, the potatoes 
which pass through the riddle, in any manner, except for human 
consumption, that he desires. But such potatoes can only expect 
to realise a relatively low return. 

This surplus segregation, when applied, must raise prices. 
It will have no effect on the perfection of the market. Thus it 
might be expected to stimulate production. ‘The framers of the 
scheme foresaw this, and inserted provisions to discourage the 
increase. Producers who intend to increase production must 
notify the Board in advance, and will be advised against such 
action if the Board considers that market conditions do not 
justify it. Such advice would probably be some check on acreage 
increases. Further, if a farmer plants more than his basic acreage 
(that is to say, with certain minor modifications, the area planted 
in 1933, or on the average of 1931 to 1933, whichever the farmer 
selects), the Board may impose a non-recurring fine on the excess 
acreage of not more than £5 an acre. Any area thus fined will 
subsequently be added to the producer’s basic acreage. With an 
average potato crop of 64 tons an acre, this fine averages about 


1 See The Potato Marketing Scheme (Approval) Order, 8.R. and O., 1933, No. 
1186, Section 68, 
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15s. a ton; capitalised at 5 per cent. it amounts to no more than 
about 9d. a ton per year, or roughly 1} per cent. of the grower’s 
prices for potatoes. Such a fine is hardly likely to discourage 
growers who intend to increase their acreage permanently, though 
it may well prove a deterrent to in-and-out producers, who are 
induced to grow potatoes by temporary price rises. For a 
producer who wishes to expand acreage for one year only the fine 
would amount to about 30 per cent. of his expected price. 

In addition, it is contemplated that imports will be restricted. 
Maincrop potatoes are at present subject to a duty of £1 a ton, and 
exporting countries have agreed voluntarily to limit their ship- 
ments. These restrictions have, however, probably had little 
effect on the prices of maincrop potatoes, since in years with as 
large a home crop and as low a home price as in 1933-34, only 
about 1 per cent of the requirements of maincrop potatoes were 
imported, and on the average of 1922-23 to 1932-33 no more than 
4 per cent. This low volume of imports was largely due to the 
synchronisation of fluctuations in yield in Great Britain and in 
neighbouring countries, and the resultant similarity in the move- 
ment of prices. If a marketing scheme in Great Britain were to 
raise prices—as it is intended to do—in years of large crops, then 
it might well be that a volume of imports far larger than hitherto 
would enter the country, and lower the price. The Potato Market- 
ing Board thus justifiably regards its activities as dependent upon 
the control of imports, though it probably exaggerates the import- 
ance of their exclusion as a price-raising factor. It is likely, in fact, 
that the Minister of Agriculture will take steps to prevent the 
influx of imports nullifying any rise in price occasioned by surplus 
segregation. 

The Potato Marketing Board cannot, for technical reasons, 
use the device of a minimum-sized riddle to raise the price of early 
potatoes, but must depend on import restriction. Imports form 
a third to a half of the total supplies of new potatoes, and are at 
present limited partly by relatively high tariffs, variable from 
month to month, and partly by the voluntary limitation of imports. 
It is unlikely that early potato prices will rise substantially until 
consumer incomes improve. In 1933, imports of early potatoes 
were only about half those in the previous year, while the home 
crop was of much the same size ; prices of new potatoes from April 
to July were only about 75 per cent. of those in 1932. This 
decline can only be attributed to the reduced purchasing power 
of consumers. 
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Milk. 


The Milk Marketing Board 1 cannot expect much help from 
import restrictions so long as Empire supplies remain uncon- 
trolled, as under the Ottawa Agreements they must be until 
November 1935. About 80 per cent. of this country’s milk 
production in winter, and from 50 to 60 per cent. in summer is 
used as liquid milk, and sold in a market protected from foreign 
competition by the difficulty of transportation. The remainder 
is sold mostly as butter, cheese, cream or condensed milk, and is 
subject to overseas competition. The price of these products is 
partly protected by tariffs, in so far as imports come from foreign 
countries, and, in the case of cream and the processed milks, by 
voluntary restrictions. In 1933, however, 58 per cent. of dairy 
product imports, expressed in terms of milk equivalent, came from 
Empire countries. The demand for butter, the only important 
product which comes to a large extent from foreign countries, is 
elastic. 

Before the scheme came into operation the marketing of milk 
was not entirely unorganised. Some buyers, mostly dealers 
supplying London and other large cities with liquid milk, bought 
under the terms negotiated annually since October 1922 by the 
Permanent Joint Milk Committee, composed of representatives 
of the National Farmers’ Union and of the National Federation of 
Dairymen’s Associations. Two prices were recognised, “ liquid ” 
and ‘“ manufacturing ’’ price. The latter was based on the price 
of imported cheese, a fairly good measure of the price which could 
be obtained for milk turned into cheese in this country in factories. 
The liquid price was paid, under the form of contract most 
commonly used, for a proportion of the supplies in any month, 
averaging over the year 80 per cent., and supposed to represent the 
proportion of total purchases which could be sold for liquid 
consumption; manufacturing price was paid for the remainder. 
The two prices, which in the earlier years of the operation of the 
scheme had been much the same towards the edge of the milk 
sending area in the summer months of manufacture, had since 
1929 begun to diverge substantially. 

A great many buyers who manufactured the bulk of the milk 
they purchased into cheese, butter, or other products, especially 
those in the less accessible regions, did not use these contracts, and 
paid a price well below the Permanent Joint Milk Committee’s 
price for liquid milk. Some of these buyers sold a part of their 

1 See The Milk Marketing Scheme (Approval) Order, S.R. and O., 1933, 


No. 789. 
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milk—and a part which they endeavoured to increase as the 
spread between the two prices widened—on the liquid market. 

Some producers manufactured their milk themselves into 
butter and cheese. Rather under a fifth of the milk in the country 
was sold by producer retailers, in markets frequently limited. 
Finally, some producers, in specially favourable positions, were 
paid by dealers liquid price for all their milk. 

Such was the position before the Milk Marketing Scheme came 
into force. It was believed that, in the absence of any com- 
pulsory scheme to limit undercutting, the price of liquid milk 
would have to fall more nearly to that of milk manufactured, since 
a number of dealers who paid only the manufacturing price were 
cutting into the liquid market of dealers buying under the 
Permanent Joint Milk Committee’s contracts. 

The Milk Marketing Scheme prevents undercutting. All 
producer-retailers, and all producers owning more than four cows 
and selling to others than their servants or households, are brought 
within its scope. All producers selling wholesale must sell their 
milk through the Board, which charges substantially different 
prices for the milk according to the uses to which it is put. These 
prices were to have been determined during the first year of 
operation of the scheme by negotiation between the Milk Market- 
ing Board and representatives of the distributors, together with 
persons appointed by the Minister; since no agreement could be 
obtained, prices were in fact fixed by three arbitrators appointed 
by the Minister. 

Liquid milk prices averaged about ls. 4d. a gallon from 
October to February, 1s. 2d. in March, and 1s. from April to 
September. Just over one-half of the manufacturing milk was 
made into cheese and butter, at prices based on the price of 
imported cheese, and ranging during the winter from 3}d. to 44d. a 
gallon. Milk made into other manufactured products was charged 
at its realisation value, in some cases as much as 9d. a gallon. 
The spread between the different categories of manufacturing 
milk is, however, tending to narrow asa result of substitution of 
products charged at the lower rates for those charged at the 
higher. There remains a spread of 5d. to 6d. a gallon between 
average liquid and average manufacturing price. 

The liquid price, both for summer and winter, averages much 
the same as the liquid price payable in the previous year under the 
Permanent Joint Milk Committee Scheme. But, as it must be 
paid by all dealers selling on the liquid market, it probably repre- 
sents an average increase in liquid wholesale prices, particularly 
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in the summer months when fewer buyers previously paid the 
contract price. Further, in the absence of the scheme, under- 
cutting would almost certainly have pulled down liquid prices 
nearer to manufacturing prices. The basis of payment for manu- 
factured butter and cheese is the same as in previous years, but no 
data exist to compare the prices paid for other products. 

All producer-retailers and, other retailers were from October 
1933 to March 1934 prohibited from selling milk at less than the 
“ prevailing retail price ”’ for their district, and since April must 
charge minimum margins between the retail price and the Board’s 
liquid selling price; these margins vary from 8d. a gallon in rural 
areas to 10d. a gallon in large towns. They have been established 
partly to prevent undercutting by the producer-retailer and partly 
as part of a bargain with the dealers, for certain concessions granted 
by them in the details of the price agreement. 

Retail liquid milk prices from November 1933 to June 1934 
averaged }d. a quart more than in the corresponding months of 
the previous year. 

Eleven district pools are operated. Each is made up of 
(i) the payments by dealers for milk supplied from that region, 
(ii) producer-retailer contributions, (iii) any payments from the 
inter-regional compensation fund and (iv) the Government 
subsidy on manufactured cheese. 

Producer-retailers pay a levy to the district pool in their 
region, as their contribution for the maintenance of the pool price. 
This levy equals, on each gallon of milk that they sell, the amount 
of the inter-regional compensation levy plus three-quarters of the 
difference between the liquid price of the region, minus the inter- 
regional compensation levy, and the pool price for the region. 

The inter-regional compensation levy, hitherto charged at Id. a 
gallon, is designed to compensate in part the regions where a large 
proportion of the milk is manufactured for their exclusion from the 
liquid market by the elimination of undercutting. The levies 
from each district are placed in a national fund, which is paid out 
to the districts with the lowest pool prices. From October to 
February only 85 per cent. of the amount collected in any month 
was paid out in that month. The remainder was accumulated for 
distribution in summer months, when a large proportion of the 
milk supply must be manufactured. In March and April the whole 
amount collected was distributed in the same month, and in 
May, also part of the fund accumulated during the winter. 

The Government has guaranteed to the Board from April 1, 


1 Ministry of Labour Gazette. 
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1934, a price of 5d. a gallon in summer and 6d. a gallon in winter 
for milk manufactured into cheese or other products. Accord- 
ingly they will pay to the Board, to be credited to the pools, the 
difference between the realisation prices for cheese or other manu- 
factured products and these amounts on each gallon of milk 
manufactured or turned into cheese on farms. This payment is 
to be repaid if and when the realisation value of milk turned into 
cheese exceeds 6d. in summer or 7d. in winter. 

From the pools must be deducted, first, the expenses and 
reserve fund of the Board, now assessed at jd. a gallon, and, 
secondly, Id. per gallon of milk made into hard cheese on farms, and 
4d. per gallon for milk made into soft cheeses, which the Board 
has offered to pay to farm cheese-makers, in addition to the 
Government subsidy, in order to induce them to keep their milk 
on the farms. The remainder of the pools is divided between the 
producers supplying dealers in that region, in proportion to the 
volume of milk supplied by each. Thus every producer in any 
region receives the same amount, at the buyer’s station, plus any 
special sums due to him for regular deliveries throughout the year. 
Producer-retailers receive a price related to the price paid to other 
producers. 

Average regional pool prices, from October to February, were 
in the neighbourhood of 1s. 2d. a gallon. In March they fell to 
about 1s., and in April to about 103d. a gallon. They showed a 
maximum range of 2d. a gallon from the highest priced South- 
Eastern region, to the Western districts with the highest propor- 
tion of manufactured milk. 

No exact data exist to compare these prices with those received 
in previous years. Farmers near the markets, selling the bulk of 
their milk liquid, have probably lost as a result of the scheme, while 
farm cheese-makers, and those previously selling the bulk of their 
milk for manufacture, have gained. Farmers previously selling 
on the old Permanent Joint Milk Committee contract terms 
probably receive much the same price this year as last, though 
more than they would have had but for the scheme. 

The scheme has also probably rendered the market more 
perfect to a number of producers. The Milk Marketing Board, 
under the terms of the scheme, must accept any milk when pro- 
ducers can find no market for it, and pay for it in the pool price, 
less not more than 4d. per gallon, a deduction which hitherto has 
not been made. Previously a number of farmers supplied local 
markets, or dealers who were only prepared to accept a limited 
amount of milk, particularly in the summer. The scale of produc- 
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tion of both these classes was therefore checked by the impossi- 
bility of disposing of more than a certain volume of milk. The 
scheme contains no direct provisions for limiting production. 
Thus, while it may lead to some contraction of production from 
producers nearest to the markets, it will probably involve on 
balance an expansion, particularly in the summer months. Cer- 
tainly it will result in higher production than would have prevailed 
in its absence. The extent of the increase will depend to a large 
extent upon the profitability of other forms of farming. 


Pigs. 

The marketing of bacon is now in the hands of two Marketing 
Boards. 'The Pigs Marketing Board ! represents the farmers and 
negotiates with the Bacon Marketing Board ? representing the 
curers. A Development Board 3 is in contemplation, to be com- 
posed of representatives of the two Boards, and to take over the 
major part of their price control functions. 

The Marketing Scheme deals only with bacon, which has 
hitherto represented about 30 per cent. of the pig meat produc- 
tion in Great Britain, the remaining 70 per cent. being used as 
pork, imports of which are prohibited on account of transmission 
of animal diseases. About 85 per cent. of Great Britain’s bacon 
consumption was imported during the crop years 1927-28 to 
1931-32, of which over 90 per cent. came from foreign countries. 
It is now intended to stabilise total supplies of bacon and hams 
in the United Kingdom at 10,670,000 cwt.—the estimated average 
supplies available from 1925 to 1930, a period when imports were 
22 per cent. less than in 1932. It was believed that this reduction 
of total supplies would engender a price sufficiently attractive to 
increase the home production of bacon pigs. Home producers 
contract with the bacon factories for the quantities of pigs they will 
deliver in any year. No limitation was initially placed on the 
volume of their contracts, which in October 1933 were 50 per cent. 
greater than was expected, but it is intended that the future rate 
of increase should be limited to 10 per cent. every four months. 
The volume of imports which may enter the country in any year 
is then fixed under the Agricultural Marketing Act at 10,670,000 
ewt. minus the volume of home bacon contracted to factories. 

From September 1933 until April 1934 the farmers were given 


1 See The Pigs Marketing Scheme (Approval) Order, S. R. and O., 1933, No. 686. 

2 See The Bacon Marketing Scheme (Approval) Order, S.R. and O., 1933, No. 
683. 

8 See The Bacon Development Scheme, published by the Pigs and Bacon 
Marketing Boards. 
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additional security by being paid for their bacon pigs a minimum 
price based on the prices of feeding stuffs, which form 75 to 90 
per cent. of the cost of producing pigs, and varying also with the 
quality of the pig. It represented a slightly higher price than that 
prevailing in previous months, when prices appeared to be at the 
depth of the pig cycle. In very few months between 1925 and the 
end of 1931 were actual bacon pigs prices as low as they would have 
been if the formula price had been in force.t Thus the minimum 
price hardly represented an increase in bacon values to the 
1925-30 level. 

It was hoped, however, that the effect of import restriction 
would be to permit the producers to bargain with the curers to pay 
a price higher than the formula price. The Re-organisation 
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AVERAGE RETAIL PRICES OF ENGLISH WILTSHIRE AND DANISH STREAKY 
Bacon AT Harrop’s, BARKER’S AND SELFRIDGE’S IN 1933 AND 1934. 


Commission assumed that if, by cutting imports, total supplies 
could be reduced to the level of 1925-30, then the price received by 
pig producers, both domestic and foreign, should be able to be 
increased to the prices prevailing in those years. The decline in 
purchasing power was ignored. Further, it appears that, at the 
moment, British and Danish bacon are to a large extent non- 
competing commodities. During 1933 imports of bacon from 
Denmark were progressively reduced, until November Ist by 
voluntary agreement, and subsequently by Order in Council. 
The diagram indicates that in fact the main result of this restriction 
has been to lift the price of imported bacon. Until the application 
of the formula price in November, the prices of British bacon pigs 
did not rise. However, in spite of a great increase in volume, the 
price of home bacon did not fall. The limitation of imports and 
decrease in total supplies, though efficacious in enabling a larger 


1 Murray, K. A. H., The Farm Economist, Vol. I, No. 1, p. 6. 
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volume of home bacon to be absorbed at much the same price, have 
not, as the Commissioners hoped they would, increased the price. 
Consumers have not turned from Danish to English bacon as a 
result of the narrowing of the price spread between the two. 

With the present low level of purchasing power, not only does it 
seem impossible to pay more than the formula price for bacon, but 
also, in all probability, price will even fall below this level. In the 
first contract period, when farmers contracted to deliver nearly 50 
per cent. more pigs than was expected, and when wholesale prices 
of English bacon did not rise, curers, paying the formula price, 
found themselves faced with substantial losses. A loan of 
£160,000 was made out of public funds, to be repaid by a levy on 
pig producers in the ensuing months of the new contract period. 

Subsequently, however, until the end of 1934, the basis of 
payment has been readjusted to take into account the realisable 
price for English bacon, and to divide between farmers and curers 
any gain or loss from its fluctuation.1 In May 1934 the average 
wholesale price of Wiltshire bacon was about 99s. a cwt., and the 
basic price of bacon pigs 11s. 1ld. a score; and by June it had 
fallen to 11s. 8d., a level below the original formula price. 

Supplies are not to be further restricted and therefore there 
seems to be little reason to expect a rise in British bacon prices ; 
consequently bacon pig prices are unlikely to rise to any important 
extent as a result of the Marketing Scheme. They will, however, 
be stabilised, at any rate partially. In addition average prices 
may be increased, even though the price of every grade is left 
unchanged. The Pigs Marketing Board’s system of payment by 
quality has already led to a remarkable increase in the proportion 
of pigs going into the higher grades. 

The introduction of the scheme led to a large increase in the 
number of pigs coming forward on the bacon market, though 
actual supplies fell short of the contracted amount. Part of this 
increase was undoubtedly at the expense of the pork market, as 
evidenced by the relatively high prices of pork pigs. The other 
part represented an increase in the number of pigs. It is, however, 
doubtful how far this expansion may be expected to be permanent. 
No important difference has been made by the scheme to the 
perfection of the market. Some producers may maintain their 
numbers as a result of the greater price stability offered by the 
scheme. Others may do so as a result of the higher returns follow- 
ing the improvement in quality which has already shown itself. 


1 For details see the Journal of the Ministry of Agriculture, Vol. XL, No. 12, 
March 1934, p. 1165. 


| 
| 
| 
| 
—O 
| 


452 THE ECONOMIC JOURNAL [SEPT. 1934 


It remains, however, fairly clear that a part of the increase in 
production was due to unduly sanguine expectations of the effect 
of the scheme on prices. Bacon pig prices have not been raised 
substantially compared to feed prices, and it is this relationship 
which largely determines the quantity of pigs.1 Further the 
formula price, which is unlikely to be exceeded, appears not to 
cover present costs for many producers. The calculations on 
which it was based over-estimated the number of pigs weaned per 
sow, adopted as a basis the number of pigs weaned instead of the 
number marketed, and postulated an unusually high standard of 
efficiency in feeding.? Itis unlikely, therefore, that the whole of 
the increase in the number of pigs will be for long maintained. 


It would thus appear that the Hops Marketing Scheme has 
raised prices and will increase acreage unless the quota provisions 
are put into force. It is too early to say what effect the Potato 
Marketing Scheme will have on prices, though it has it in its power 
to increase them ; its action in this respect may well be conditioned — 
by the response of acreage. The Milk Marketing Board, if it has 
not raised prices, has at least maintained them; again the prices 
prevailing may well have been determined by the necessity of 
preventing an expansion in acreage. The Pigs Marketing Scheme 
so far has had little effect on home bacon pig prices, but has led 
to an increase in production, partly owing to over-sanguine expecta- 
tion on the part of producers, but partly by offering greater 
stability, and by stimulating higher quality production. 

Rutu L. CoHen 
June, 1934. 
Agricultural Economics Research Institute, 
Oxford. 


1 Murray, K. A. H., ‘“‘ The Future Development of the Pig Industry in Great 
Britain,’ Empire Journal of Experimental Agriculture. Vol. 1, No. 3, September 


1933, p. 219. 
2 Menzies-Kitchen, A, W., The Farin Economist, Vol. I, No. 2, p. 26. 
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THE PURCHASING-POWER OF IRISH FREE STATE 
FARMERS IN 1933 


THE tables printed below represent in the main an effort to 
project into 1933 information analogous to what is officially 
published for 1926-27 under the title ‘‘ The Agricultural Output 
of Saorstat Eireann.” An official estimate, similar in scope but 
less detailed in character, is published in the Statistical Abstract 
for 1933, with reference to the year 1929-30. The year of official 
inquiry for most of the live-stock and live-stock products is the 
twelve months ending 31st May. For potatoes the twelve months’ 
period ends on 30th June, for barley on 31st August, and for all 
other crops on 30th September. The comparison between 1926-27 
and 1929-30 enables a trend to be calculated which is useful in 
making estimates for 1933. The figures shown in the third column 
of each of the tables relate to the Calendar year 1933, except in 
the case of pigs, where the recently published report of the Pig 
Industries Tribunal gave them in a more convenient form with 
reference to the live-stock year ending 31st May, 1933. The first 
six weeks of that period were the last six weeks of normal 
commercial relations with Great Britain. 

A British import duty of 20 per cent. ad valorem was imposed 
on 15th July, 1932, raised to 30 per cent. on 9th November, 1932, 
and to 40 per cent. on 13th November, 1932. It is probable that 
the figures for the Calendar year 1933 would have been even more 
unfavourable than those shown for the period ending 31st May, 
1933. These British duties on pigs were, of course, part of a 
general system of import duties on Free State agricultural exports. 
They must have contributed in an important degree to the 
lowering of the money incomes of our farmers, but no attempt is 
made in this paper to determine by how much. The main object 
of the paper is to estimate as closely as possible the money receipts 
and money incomes of Free State farmers in that year. We are 
at present experiencing an industrial revival in the Irish Free 
State, and a similar phenomenon is taking place on a larger scale 
in Great Britain. The increasing prosperity in both countries 
appears to be confined to the non-agricultural populations. There 
is an old-fashioned belief that industrial prosperity cannot develop 
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very far unless agricultural purchasing-power is somehow main- 
tained, both at home and abroad. The events of the next few 
years should prove whether this belief is well-founded, and mean- 
while the facts relating to agricultural purchasing-power in one 
mainly agricultural country should possess at least an academic 
interest for non-agricultural populations both here and elsewhere. 

In arriving at the figures for 1933 it was necessary to rely 
mainly on the Trade Statistics for that year, supplemented by 
officially published figures showing the produce of crops, prices at 
markets and fairs, and numbers of live-stock. 

That part of agricultural income which takes the form of 
produce consumed in kind in agricultural households has, of 
course, increased in 1933. No monetary transactions are involved 
in the transfer of produce from the farmyard to the kitchen, and 
no attempt is made in this paper to assign a money value to this 
part of agricultural income. If the rest of the community is 
directly affected by the fate of agriculture, the variation in the 
volume of the monetary transaction of farmers will be the channel 
through which any such influence will be transmitted. 

It was important to distinguish that part of the farmers’ 
money receipts which was obtained for produce sold and eventu- 
ally consumed in the home market from the other and larger part 
which, even in 1933, he still obtained in respect of produce sold 
and consumed abroad. Strictly speaking, the home market 
consists of 1,156,000 persons who, according to the Census of 
1926, lived in towns and villages. The agricultural community 
then numbered 1,815,000 persons. It is considered that the latter 
figure still represents the number of persons who have direct 
access to the fruits of the soil, either as members of farmers’ 
households, or as farm labourers receiving allowances in kind, in 
addition to money wages, and cultivating the acre usually 
attached to their cottages. 

In the case of produce, such as eggs and farmers’ butter, which 
requires no ‘‘ processing,” or is processed on the farm, no monetary 
transactions take place in connection with that part of it which is 
consumed in agricultural households. In such cases the home 
market is represented by the non-agricultural community, and 
all sales for money relate to the consumption of that community 
at home and the export market abroad. In other cases, e.g. beef, 
it is not possible to process the articles for consumption on the 
farm. Accordingly the farmer sells his fat cattle for money, and 
buys, in retail quantities, from the butcher whatever beef he 
consumes. Hence the home market for beef represents more than 
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the consumption of our non-agricultural community. A certain 
number of sheep and lambs, and a certain number of pigs, are 
slaughtered on farms for consumption in farm households, but 
this represents by no means all the sheep and pig products con- 
sumed in such households. Here again the home market for 
monetary sales is wider than the non-agricultural community. 

In highly specialised Creamery districts the farmers make no 
butter at all at home, but purchase their requirements from the 
Creamery, paying for it by deduction from their monthly cheques. 
The home market for oats, barley, and wheat is also wider than the 
non-agricultural community. It is impossible to segregate that 
part of the produce which is sold for money in the first instance, 
and ultimately bought back, after processing, for consumption in 
farm households. 

Thus the size of the home market varies with the character of 
the product. In general the term is used in contrast with purely 
subsistence agriculture. From the point of view of this paper the 
home market resembles the export market inasmuch as it gives 
rise to financial transactions between farmers and non-farmers. 
The money value of the home market thus represents the money 
receipts of farmers in respect of produce ultimately consumed by 
the non-agricultural population, and, in addition, an unascertain- 
able amount in respect of produce ultimately consumed by the 
agricultural community itself. 

** Gross output ” means that portion of total production which 
is sold off farms, or consumed in farm households, together with 
increases in stock between the beginning and end of the year of 
inquiry. It does not include that portion of farm produce which 
is ‘‘ used for further agricultural production ” in the Irish Free 
State, whether that portion was used on the farm on which 
produced, or sold by one Free State farmer to another. Thus the 
total production of potatoes in 1926-27 was 1,932,000 tons, while 
the “ output ” was only 741,000 tons, largely because 898,000 tons 
were fed to live-stock. 

Increases in stock form no part of monetary receipts. Accord- 
ingly, it was necessary to exclude as far as possible the money value 
of such increases in preparing these tables. In the official record 
of Agricultural Output for 1929-30 exports and additions to stock 
of cattle and calves appear as 708,000 in number, whereas the 
exports for 1929, and again for 1930, averaged 800,000 for the two 
years. The explanation is that stocks of cattle and calves were 
reduced by 100,000 on Ist June, 1930, as compared with Ist June, 
1929. As 70,000 of these were calves under one year, I have 
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estimated the financial value of the 100,000 at £700,000, and added 
this amount to the official figure in order to arrive at the total 
monetary receipts from cattle and calves in 1929-30. Thus the 
total money receipts of Free State farmers in that year were 
swollen by a substantial amount which represents a realisation of 
capital assets. Similarly in the twelve months’ period to 31st May, 
1933, stocks of pigs were reduced by £308,000. This amount has 
been included in the purchasing-power derived from pigs in that 
period, which is shown in the third column of Table I. 


TaBLe I 
Showing Money Receipts of Irish Free State Farmers from the Sale 
of Live-stock and Live-stock Products in (1) the Home Market, 
(2) the Export Market. 


1926-1927. | 1929-1930. 1933. 
Milk and Milk products . (1) | £3,218,000 | £3,986,000 | £3,560,000 
A (2) 3,791,000 4,311,000 2,215,000 
Cattle and Calves (1) 1,874,000 1,855,000 1,700,000 
(2) | 11,454,000 | 13,800,000 6,753,000 
Sheep and Lambs . (1) 1,315,000 1,341,000 1,200,000 
(2) 1,133,000 1,663,000 439,000 
Pigs and Pig products (1) 2,049,000 2,187,000 1,523,000 
(2) 5,416,000 5,746,000 2,082,000 
Poultry . (1) 170,000 170,000 270,000 
a (2) 720,000 720,000 417,000 
Eggs (1) 929,000 1,056,000 896,000 
ae : (2) 2,925,000 2,887,000 1,078,000 
Horses . (1) 203,000 172,000 200,000 
(2) 1,031,000 1,422,000 785,000 
Wool ‘ (2) 685,000 822,000 352,000 
** Fallen ”’ Hides (2) 107,000 179,000 150,000 
Honey and Feathers (1) 11,000 11,000 11,000 
(2) 49,000 49,000 49,000 

Total Live-stock and Live- 

stock Products. 37,080,000 | 42,377,000 | 23,680,000 
Sales in. ‘ « (i) 9,769,000 | 10,778,000 9,360,000 
se (2) | 27,311,000 | 31,599,000 14,320,000 


Up till recently the Irish farmer’s cattle were his bank. When 
he wanted more money, and prices were favourable, he sold more 
cattle than usual. At other times he allowed stock to accumulate. 

The export value of cattle and calves, shown in the third column 
of Table I, includes an estimate of 100,000 cattle smuggled across 
the Border, at an average price of £10 6s. per head, which was also 
the average price of the 590,000 cattle exported by legitimate 
routes. Smuggling is now an elaborately organised international 
industry, and it is very much to be desired that those concerned in 
it should realise the importance of making statistical returns ! 
The home consumption of beef was estimated at 200,000 cattle in 
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1933, as compared with the official figure of 123,000 for 1926-27, 
and 122,000 for 1929-30. A deduction of £400,000 is made from 
the export value of cattle and calves in 1933, representing the 
estimated cost of transport to the point of exit. 

The figures £6,753,000 and £439,000, shown in the third column 
of Table I, include, in addition to the value of cattle and calves, 
and sheep exported alive, the export value of fresh beef and veal, 
£68,000, and fresh mutton and lamb, £119,000. In the case of 
sheep and lambs it is estimated that the aggregate consumption in 
the Free State increased from 504,000 in 1926-27 and 1929-30 to 
1,080,000 in 1933. In the case of pigs, consumption on farms is 
officially recorded as having increased to 163,000 in 1932-33 from 
126,000 in the two earlier years. It had also to be kept in mind 
that substantial imports of pig products were still coming in during 
the two earlier periods, whereas these have now been cut off entirely. 
The consumption of pig products declined considerably in 1933 in 
the home market, in consequence of the attractive prices of beef 
and mutton. A substantial increase in the consumption at home 
of poultry and eggs is also allowed for. It is worthy of note that 
this brings our national consumption of eggs up to 330 per caput 
(from 296 in 1929-30). Mr. Feavearyear, in a recent article in the 
Economic JOURNAL, estimated British consumption of eggs at 
150 per caput in 1932. 

The value of milk products, as shown, is, of course, influenced 
by the operation of the policy which maintains a high fixed price 
for creamery butter in the home market, and recoups the exporter 
of creamery butter to the extent of the difference between a similar 
high fixed price and the price actually realised in the export market. 
According to the Trade Statistics creamery butter exported 
returned barely 60s. per cwt. to exporters, while according to the 
official return of agricultural prices the average price of creamery 
butter in 1933, about half of which was exported, was 104s. 10d. 
f.o.r. at creameries. The £2,215,000 shown as the value of milk 
and milk products sold in the export market includes a sum of 
about £800,000, which was derived about half from the levy on 
native consumers of Irish butter, and half from the general tax- 
payer. The export value of other products, as shown, has also 
been exaggerated by reason of the bounties paid to exporters, 
which must have cost the tax-payer at least £1,000,000 in 1933, 
in addition to the cost of the butter subsidy. In estimating the 
money receipts of farmers in respect of milk sold to creameries, 
skim milk being returned, the officially published figure of 4-1d. 
per gallon for 1933 was adopted. The figure for milk and milk 
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products (£3,560,000) shown in the third column of Table I 
includes an estimate of £135,000 as the value of cheese made and 
sold in the home market. This is a new industry. 

The purchasing-power derived from wheat (£377,000) includes 
a subsidy estimated at £110,000 paid by the State direct to wheat- 
growers. The season suited wheat admirably, and the total 
yield from the 50,000 acres sown was 53,000 tons. A bounty at 
the rate of 7s. per barrel of 20 stone was paid in respect of 
“ millable ” wheat sold during the Wheat Sale season ended on 
15th December, 1933. 

The only other item in Table II that calls for comment is 
tobacco. There was no excise duty on native-grown tobacco in 
1933, and farmers were invited and encouraged to grow it. Not 


TABLE II 


Showing Money Receipts of Irish Free State Farmers from Sales of 
Crops in (1) the Home Market, (2) the Export Market. 


1926-1927. | 1929-1930. 1933. 

Potatoes +. GE) £491,000 £400,000 £300,000 
119,000 27,000 21,000 
Oats 644,000 560,000 500,000 
(2) 345,000 185,000 10,000 
Barley . 263,000 176,000 205,000 
(2) 639,000 338,000 3,500 
Sugar-beet 259,000 360,000 467,000 
Hay 309,000 331,000 208,000 

(2) 7,000 16,000 nil 
Wheat . « Qh) 141,000 111,000 377,000 

(2) ,000 nil nil 
Tobacco « 42) nil nil 187,500 
Cabbage 176,000 200,000 200,000 
Fruit. 180,000 177,000 250,000 

20,000 23,000 nil 
Turf + 344,000 100,000 300,000 
Total Crops . . ; 3,938,000 3,004,000 3,029,000 
Sales in. 2,807,000 2,415,000 2,994,500 


realising the possibilities of the situation, only 300 or 400 farmers 
rose to the occasion. They grew 750 acres of tobacco, had a 
yield of 600,000 Ibs., and at 6s. 3d. per lb., netted £187,500. As 
the cost of seeds and fertilisers was about £14 10s. per acre, there 
is reason to believe that our farmers were quite content with their 
gross return of nearly £300 an acre, most of which went into their 
own pockets as “‘ profits of enterprise.” It is unfortunate that the 
experiment was made on so limited a scale. If everyone of our 
half-million farmers had planted an acre of tobacco it would 
certainly not have ended up in smoke—in view of the fact that the 
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total consumption of tobacco in the Irish Free State does not 
exceed 10 million Ibs. per annum. An excise duty of 5s. 6d. per 
Ib. has been levied on home-grown tobacco for 1934. The customs 
duty on imported unmanufactured tobacco in 1933 was about 10s. 
per lb., varying with the moisture content. The loss to the revenue 
in respect of 600,000 lbs. of home-grown tobacco was thus £300,000. 
And yet our farmers only received £187,500 for their efforts in 
propagating the “‘ obnoxious weed.” 


TABLE IIT 


Showing aggregate Money Receipts of Irish Free State Farmers from 
Sales of Live-stock, Live-stock Products, and Crops in (1) the 
Home Market, (2) the Export Market. 


1926-1927. | 1929-1930. 1933. 
Sales of Live-stock and Live-stock 
Products . |£37,080,000 | £42,377,000 | £23,680,000 
Sales of Crops and Turf. 3,938,000 3,004,000 .| 3,029,000 
Total s - | 41,018,000 | 45,381,000 | 26,709,000 
Sales in (1) 12,576,000 13,193,000 12,354,500 
Pe : (2) | 28,442,000 | 32,188,000 14,354,500 


In order to arrive at the money incomes of farmers, as distinct 
from their money receipts, it would be necessary to take into 
account the value of animal feed, fertilisers and seeds purchased 
by our farmers as a body in 1933, and to make allowance for 
necessary overhead charges, e.g. land annuities, rents and rates, 
and purchases of farm tools and machinery. Raw material 
expenses amounted to £8,500,000 in 1926-27, and overhead charges 
also came to £8,500,000. If these monetary outgoings were the 
same in 1933 as they were in 1926-27, our farmers would have 
had barely £10,000,000 to spend on non-agricultural goods and 
services. They have diminished, perhaps by as much as 
£5,000,000, so our 700,000 persons who derive their living from 
agricultural occupations had in 1933 about £15,000,000 to spend 
on non-agricultural goods and services. Even if they had had 
£20,000,000, it could hardly be called agricultural prosperity ! 

JOSEPH JOHNSTON 
Trinity College, Dublin. 


REVIEWS 


Essais sur quelques Problémes Economiques et Monétaires. By 
CHARLES Rist. (Paris: Recueil Sirey. 1933. Pp. 501. 
70 fr.) 

WuEN philosophers are kings the drawback is that they have 
no time to write books. When, with something less than royal 
status, they are called in as experts, they may still be prevented 
from settling down to a systematic and comprehensive treatise, 
but there is the compensation that they may produce, as a by- 
product of their official activities, very valuable reports and 
memoranda. 

Since the end of the War no economist has been more sought 
after as an expert in practical affairs than Professor Rist, and the 
present volume is mainly (though not exclusively) composed of 
what he has written from time to time in that capacity. In his 
preface he describes the component essays (with some exceptions) 
as des diagnostics économiques. 

The essays cover a wide field. ‘The first Part contains seven 
on monetary problems. Two theoretical studies follow. Then 
half a dozen of a statistical character form Part III. And 
finally, three on economic policy (two of which relate to the 
Reparations question) conclude the volume. 

They have been written at widely different dates, extending 
from 1904 to 1932. Most of them have been previously pub- 
lished, though many have not hitherto been readily accessible, 
especially to other than French readers. 

A systematic survey of so much material would not be possible 
inareview. Of the earlier essays it must suffice to say that they 
are good examples of Professor Rist’s characteristically acute and 
sensible reasoning. 

When we come to the post-war period, we find him writing 
in 1919 and again in 1922 on the subject of Reparations with a 
moderation and judgment wisely detached from the shortsighted 
controversies and political passions of the time. 

But the interest of contemporary economists will undoubtedly 
be concentrated upon the more recent articles, particularly those 
dealing with the questions of gold, the price level and the 
depression. 
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In his preface M. Rist lays special stress on the importance of 
fluctuations in the price level. ‘‘ In the course of the last twenty 
years, when price levels have been subjected to the arbitrary 
discretion of governments, the most diverse economic phenomena 
have been directly governed by the extent of inflation or the 
more or less fortunate choice of rate for the stabilisation of 
currency units.” 7 

Both England and Italy have suffered from the rates selected 
being too high. “The present crisis with all its reactions, 
financial and social, national and international, is in great part 
the sequel of the ill-starred effort to maintain, from 1927 onwards, 
too high a world price level ”’ (p. xiii). 

“In my view,” says M. Rist, in a paper submitted to the 
Bank for International Settlements in May 1932, ‘the price 
level of 1929, far from having been normal, was accidental and 
artificial. It was the resultant not of any world economic 
equilibrium, but of a purely local development of prices in the 
United States since 1922. The idea of seeking in it a norm for 
the level to which the world price index ought to be adjusted 
in the coming years appears to me, therefore, to be chimerical ”’ 
(pp. 153-4). 

When from 1925 onwards a number of countries returned to 
the gold standard, a fall of prices, analogous to that which occurred 
after 1873, became due (pp. 155-7). In 1927 prices were falling, 
and, according to M. Rist’s interpretation of the situation, would 
have continued falling but for the expansion of credit that took 
place at that time in the United States (p. 160). The effect was 
to postpone the crisis, but not for long, because the rise of prices 
on the Stock Exchange, which followed, attracted short-term 
credit to New York, and the outflow of gold gave place after 
1928 to an inflow. 

If the essential factor was the relation of the supply of mone- 
tary gold to the new demand arising from the restoration of the 
gold standard, it is rather surprising that M. Rist omits all refer- 
ence in this connection to the action taken by his own country. 
In an earlier paper (January 1928) he explains the operation of 
the Law of 7th August, 1926, which enabled the Bank of France 
to buy foreign exchange. The acquisition of foreign exchange 
served just as well as the acquisition of gold to form a backing 
for the currency, but the system, he contends, was artificial and 
could not be permanent, because it did not reproduce the auto- 
matic corrections applied to the foreign exchange position by 
actual movements of gold. A centre to which the exchanges are 
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favourable experiences ease when its central bank accumulates 
foreign exchange, just as if it were receiving gold, but that to 
which the exchanges are unfavourable, if it loses no gold, suffers 
no stringency. The corrective through the credit system works 
only one way (pp. 100-1). 

The argument has become familiar in recent years in attacks 
upon the gold exchange standard. But in reality it amounts to 
no more than this, that the use of reserves of foreign exchange 
does economise gold. That is its purpose. And up to the end 
of 1928 gold had been successfully economised. It had been 
economised in many countries, but especially in France, where 
the Bank of France held foreign exchange to the amount of 
32 milliards. The widespread use of reserves of foreign exchange 
played an even more important part than the expansion of 
credit in the United States in postponing the scarcity of gold 
which was threatening a renewed fall of prices. 

It was the Bank of France that brought that state of equi- 
librium to an end, by selling off some seven milliards of foreign 
exchange in the early months of 1929 and acquiring gold instead. 
In 1929 the United States did import gold. But the net amount 
absorbed in the year was only £30,000,000, in comparison with 
£100,000,000 lost in 1927-8. France, on the other hand, having 
taken £60,000,000 in 1927-8, took £76,000,000 more in 1929, and 
by May 1931, when the Creditanstalt crisis broke out, had added 
a further £110,000,000. M. Rist’s argument is that the “ill 
starred effort to maintain, from 1927 onwards, too high a world 
price level’ was bound to fail, because there was not enough 
gold to go round. Clearly the adequacy of the stock of gold to 
support the price level depended on how much gold each country 
needed to maintain the appropriate supply of currency, and that 
in turn was determined by the law and practice by which its 
monetary system was governed. 

Nowhere does M. Rist recognise the responsibility of any 
country for the influence of its monetary institutions upon the 
world value of gold. If a new demand for £250,000,000 of gold 
springs up in one country, it is nobody’s business to consider 
whether that can be avoided, or, if it cannot, whether the mone- 
tary policy of the rest of the world could be so adapted as to 
prevent the new demand from causing a fall of prices and a 
depression. 

The Gold Delegation of the League of Nations proposed that 
the statutory gold proportions of central banks should not exceed 
25 per cent. His comment is that the central banks “ follow a 
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policy in regard to reserves entirely independent of the figure 
prescribed by law” (p. 133). “Is it supposed that those 
banks . . . will modify their policy simply because the figure 
25 or 30 per cent. has been substituted for that of 35 or 40 per 
cent. at present inscribed in their statutes ? ” 

Apparently the assumed reluctance of the central banks to 
make any change in their practice is to be taken as an unalterable 
fact. 

M. Rist would regard himself as a friend and champion of 
the gold standard. But if his view is right, and if all devices for 
economising gold, or for avoiding fluctuations in the purchasing 
power of gold, are impracticable, then the only possible con- 
clusion is that the gold standard is unworkable. It is bound 
to break down in the future as it has in the recent past. 

M. Rist would seem only to have become aware in 1931 that 
the price level of 1928 was artificial and precarious. He did, it 
is true, accept the view, put forward by certain economists and 
gold experts, that the new output of gold was likely in a few 
years to become inadequate to support the price level then 
prevailing. But that is quite different from an existing inadequacy 
of gold. 

In a paper of 1929, in which he recommended the stabilisation 
of the Spanish peseta in terms of gold at a rate close to the then 
market rate of 34 pesetas to the pound, he suggested that the 
rate chosen should be a little higher, 343 or 35 pesetas, to allow 
for the threatened fall of the world price level (pp. 64-5). Surely 
he would have suggested a more considerable margin if he had 
already formed the opinion that the existing stock of gold in the 
world was so seriously inadequate as to threaten an immediate 


collapse of prices. 
R. G. Hawtrey 


Die Wirtschaftstheorie der Gegenwart. Edited by H. Mayer, 
F. A. Fetter, and R. Retscu. Vol. I, 1927; pp. 292, 
18 RM. paper covers, 19.50 RM. bound. Vol. II, 1932; 
pp. 413, 39 RM. paper covers, 40.50 RM. bound. Vol. III, 
1928; pp. 347, 26 RM. paper covers, 27.50 RM. bound. 
Vol. IV, 1928; pp. 382, 32 RM. paper covers, 33.50 RM. 
bound. (Vienna, Julius Springer.) 


Festschriften are more commonly auspicious in their concep- 
tion than fortunate in their execution. This memorial to 
Friedrich von Wieser is a remarkable exception, and the publica- 
tion of its long-awaited Volume I is an occasion for congratulating 
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its Editors upon having so satisfactorily completed their ambitious 
task of presenting a conspectus of the most characteristic and 
important developments in modern economics. Volume I was 
published in 1927 and Volumes IJI and IV in the following year ; 
but, for various reasons, Volume II—in many respects the most 
interesting of them all—could not be published until nearly five 
years after the date originally proposed. The set, now complete, 
comprises some eighty essays, written by eminent representatives 
of most present-day schools of thought and dealing with most of 
the important problems in modern economic theory. 

To distil the essence of such a magnum opus is an undertaking 
that might daunt the most constringent, whatever the space at 
his disposal. Like the Bible, encyclopedias are notoriously 
difficult to review, and Die Wirtschaftstheorie der Gegenwart is 
more, as well as less, than an encyclopedia. It is a sort of 
ecumenical symposium, a majority report of an academic League 
of Nations. Unless he is prepared to attempt a somewhat breath- 
less and synoptic running commentary, the reporter at such a 
feast of ideas has no choice but to exercise the critic’s ancient 
prerogative of irresponsible and arbitrary sampling. 

Volume I contains a series of surveys of the state of economic 
science in most European countries, in America, and in India. 
These are of very unequal utility, ranging from mere catalogues 
raisonnés to such masterly studies in the history of theory as 
those of Professor Schumpeter on Germany and Professor Fetter 
on America. Volume IV consists of essays on Fluctuations 
(Lederer, Snyder, Lescure), International Trade (Schiiller, Furlan, 
Gruntzel, Viner, Cabiati), Public Finance (Gerloff, Eheberg, 
Strigl, Seligman, Allix, Einaudi, Fanno, Lindahl), and Socialism 
(Oppenheimer, Laskine, Labriola, Ivantzoff), and an Appendix 
(Cannan) to which we shall return later. 

The bulk of the contributions to pure theory contained in 
this work are therefore in Volumes II and III. Of these, Volume 
III covers Distribution, and has in its section on Interest an article 
on ‘‘ Bohm-Bawerks Dritter Grund” which was the last thing 
Wicksell wrote before his death. The volume also contains 
much other material of value, notably Pigou on net products, 
Oswalt, Carver, Supino, and Birck on interest, Weiss and Ely on 
rent, MacGregor and del Vecchio on profits, Commons on Anglo- 
American law and economics, and Bonar on the limits of State 
intervention. 

These three volumes raised expectations concerning Volume IT 
that may conceivably have contributed to the delay in its appear- 


bed 
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ance, but which now prove to have been well-grounded, despite 
the fact that the subjects of Value, Production, and Money are 
extremely difficult and delicate subjects for a present-day writer 
to deal with. 

Considerably more than half of this volume is devoted to the 
theory of Value and Prices—eleven articles in all. Some of these 
comprise restatements of fundamentals. Thus Professor Oskar 
Englander is chiefly concerned to remove some of the real and 
apparent inconsistencies of older Austrian theory by revising its 
terminology. Parts of his essay—his ingenious exposition of the 
psychological foundations of value theory, for instance—are 
extremely stimulating and illuminating, even when not altogether 
convincing. Other parts of it—e.g. the argument based on the 
distinction between echte and unechte Kosten—seem somewhat 
retrogressive. And Professor Englinder’s definitions, such as 
that of Supply, are not always quite as definite as the occasion 
requires. Professor Roche-Agussol supplements this essay with 
a brief paper on some of the more interesting subjective aspects 
of marginalism, and appends a bibliography that will have its 
uses for readers who wish to escape the encumbrance of wealth 
offered under the heading Grenznutzen in the Handworterbuch ; 
but it is a pity, and rather strange, that Wicksell is not in it. 
Professor F. H. Knight, in his article on ‘The Problem of 
Value in Economic Theory,” carries through to something nearer 
their logical extreme the views more fragmentarily expounded 
in certain chapters of his Risk, Uncertainty, and Profit and 
more summarily in the preface to the new impression of that 
work. All that Professor Knight writes is always stimulating, 
none the less for its sometimes appearing to be a cross-section of 
a flowing stream of thought rather than a selection of ideas from 
a consolidated stock. In particular, his views on the relationship 
of economics to ethics and politics and psychology are such as to 
exercise the judgment briefly rather than to inform it tediously ; 
he suggests questions rather than answers. It certainly seems 
probable that Professor Knight will achieve canonisation as the 
St. Thomas of academic economics; but academic economics has 
suffered for nearly a hundred years now from a superfluity of 
Peters and may well be grateful for a little honest pessimism. 

Other general articles in this section are contributed by 
Professors Scott, Masci, Boninsegni, Bilimovi¢, and Bodin, and 
two of the remaining three deal with ‘“ special” problems in the 
theory of prices: that of monopoly and that of price-fixing. 
Professor Liefmann follows a tradition that is just beginning to 
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evoke articulate dissatisfaction, and treats the theory of monopoly 
more or less as a supplement to the “ general ” theory expounded 
in the preceding essays. The disadvantages of such a way of 
approach are more obvious than its alternatives, but perhaps 
sufficient work has already been done on this problem in certain 
special fields to suggest that progress will be more rapid when 
more attention is devoted to the concept of the market, and this 
made the starting-point for an argument rather along the lines 
of Ricardo, Lardner, and Dupuit than along those of Cournot. 
To approach the problem of monopoly in this way would at the 
same time permit a new approach to those very subtle problems 
dealt with by Professor Vleugels in his essay on Gebundene 
Preisbildung. 

- The final essay of this section is a very remarkable and original 
piece of work which fills a quarter of the volume and is un- 
doubtedly one of the most important of all recent dogmen- 
geschichtlichen and methodological studies in economics. This 
essay of Professor Mayer’s, entitled “Der Erkenntniswert der 
funktionellen Preistheorien,”’ is supposed to be a “ critical and 
positive study in the problem of prices ’”’; but while it is true that 
he casts five theories of price-determination as the heroes—or 
villains—of his story, the plot, and the moral, are in terms of 
pure methodology. 

Professor Mayer begins with a quotation which appears to 
have become the standard opening for studies of this kind, and 


proceeds to argue that present-day economists are unable to— 


echo J. 8. Mill’s satisfaction with the state of the theory of value, 
not because of any shortcomings either in its philosophical 
implications (such as they are) or in its logical self-consistency, 
but because of the extremely restricted range of its contact with 
experience. Modern theories of prices, says Professor Mayer, 
may be divided into the genetisch-kausalen and the funktionellen, 
the former represented by Gossen, Jevons, and (in part) Walras, 
the latter by Pareto and Cassel. In order to demonstrate that 
the refined functional theories of modern writers have achieved 
all that can be achieved by their type of argument, Professor 
Mayer then proceeds to criticise five typical theories in turn— 
that of Cournot as a pioneer who stands nearer to the younger 
school than to the school which immediately followed him; 
those of Jevons and Walras, characterised by an attempt to find 
a causal foundation for their functional analysis; and the strictly 
a-causal equilibrium theories of Pareto and Cassel. 

The general moral which Professor Mayer draws from these 
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separate criticisms, reserving more detailed conclusions for later 
publication, is that pure equilibrium theories are necessarily 
subject to very narrow limitations because they present systems 
of abstract truths or analytical judgments which contain no 
synthetical propositions or general empirical laws. Jevons, 
Walras, and even (despite his own protestations) Pareto, attempted 
to make good this deficiency by means of a “ psychologisch- 
kausale ’’ foundation of utility functions and indifference curves, 
but abandoned this approach in favour of another which seemed 
to lead more directly to their goal, but which in fact led them 
to the entirely different goal of Cournot and Cassel. The concept 
of demand was transformed into that of effective demand, and, being 
thus reduced to the status of a function of the other quantities in 
the system, entirely robbed of all significance as a motive force. 
So far, perhaps, and even in claiming that the younger genera- 
tion of economists is growing more and more conscious of the 
narrowness and inadequacy and sterility of static equilibrium 
theory, Professor Mayer is not likely to arouse irreconcilable 
opposition. But it is not so certain that this insistence on 
demand as the dynamic factor xaz7’ ééoynv will command universal 
assent. Whatever truth fhere may be in his contention that 
modern price-theory has been “ entdynamisiert ’’ by its neutral 
attitude towards demand, and in his assumption that there is 
little significance in any price-theory that is not also a value- 
theory in the deeper sense, it is surely a mistake to neglect the 
institutional “ framework ”’ and instrumental “‘ material ”’ of the 
value system, which have just as good a claim as the psycho- 
logical ‘‘ motive” to be regarded as suitable empirical data for 
the transformation of Leibnizian vérités éternelles into vérités de 
fait. But it is possible to fail to be convinced by Professor 
Mayer on this point (a point, after all, on which he has explicitly 
postponed any possible discussion) without failing to profit by 
the masterly critical analyses which constitute the principal 
achievement, if not the avowed object, of his essay. 


Four essays in Volume II are devoted to problems of production, 
possibly the branch of theory beyond all others in which the 
peculiarities of the modern point of view are most clearly revealed 
—it is difficult to imagine any greater doctrinal contrast than that 
between the first few chapters in Mill, or even Marshall’s Book IV, 
and Professor Mayer’s article in the Handwérterbuch, or the 
essays under review. “Es empfiehlt sich,” writes Professor 
Wilbrandt, 
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“die Begriffsbildung nicht lediglich auf die ‘ Marktgesell- 
schaft ’ einzustellen (etwa: Produktion im Wortsinne von 
‘zu Markte fiihren’). Denn eine allgemeine Lehre von der 
Produktion darf, um praktisch brauchbare Grundlage zu sein, 
nicht nur auf eine einzige Wirtschaftsform zugeschnitten 
werden; sie muss fiir alle Wirtschaftsformen gelten ; ”’ 


and although some of his readers may not like his attempt to 
secure this catholicity by grouping economic systems into 
Allein-’’, Tausch-”’, ‘‘ Gemein-’’, and ‘‘ Hingabe-wirtschaften ’’, 
nor agree entirely with his view of the purposes of a theory of 
production or of the meaning of “ rationality ’’ in economics, the 
uses he makes of his general conception of production as the 
arrangement of objective elements according to subjective 
criteria are both convincing and suggestive. Professor Diehl, in 
his essay on the doctrine of productivity, also stresses the sub- 
jective aspects of both qualities and quantities in production; it 
therefore is all the more remarkable that, even in this context, 
the need for assigning a more definite meaning than usual to the 
concepts wealth, goods, and the like does not seem to have been 
felt. Professor J. M. Clark returns to the spirit of some of his 
earlier work in discussing Production as Organisation of Utilities 
and Costs, and Professor Loria, in an essay on what he calls 
“das tibernormale Unterprodukt”’, classifies and analyses the 
cases in which individuals have a personal interest in the 
restriction of production. 

The final section of this volume deals with money and credit 
—Professor Mises in an exemplary discussion of the strangely 
unsettled question of the nature of money (but perhaps still 
leaving some of his readers a little doubtful on the one point of 
whether the difficulty of regarding money as a consumption good, 
and the consequent necessity for some such terminology as that 
of Knies, does not primarily arise from a slight but effective 
inconsistency in the usual definition, or indefinition, of the word 
good); Professor Reisch on the fundamental principles of the 
currency and banking system; Professor Kemmerer in an 
appropriately scholarly interpretation of the Quantity Theory ; 
Professor Gregory in a relentless holocaust of false conceptions 
both crude and subtle concerning the balance of trade; Professor 
Aftalion in a “ confirmation ” of Wieser’s Income Theory (which 
readers will wish to compare with criticisms by, say, Professor 
Mises before judging its conclusions); and Professor Bresciani- 
Turroni on Shortage of Capital and Currency Stabilisation. This 
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is a section which (apart from such technical considerations as 
the supply of rival factors or such market considerations as the 
supply of rival commodities) might well have been considerably 
increased in size. 


It is significant that several of the contributors to this work 
should have been asked to write on methodology, and that this 
topic should have proved a King Charles’s head to several others ; 
for the position and tendency of present-day economic science are 
much more important even than its content, at least to those who 
share the dissatisfaction expressed by Professor Cannan in his 
Appendix to Volume IV. One of the most interesting of all 
current methodological issues, however, is not explicitly discussed 
in any of these essays, but raised implicitly by their mere collective 
existence. If the intention of the Editors in planning this work 
was really to enable the advanced and specialist student to dis- 
cover what is being done in fields that are not ordinarily accessible 
to him, there is much to be said for a less systematic division of 
subjects. Controversialists might have been asked to give the 
essence of their views on disputed questions without undue regard 
to their symmetrical and exact delimitation. On the other hand, 
if the aim of the Editors was to produce a compendious statement 
of the assured achievements of the science, there is everything to 
be said for a much more symmetrical arrangement than that 
adopted—for having a contribution from a _ representative 
of each major school on each of a dozen or so major topics, for 
example, and for excluding essays on subjects of a narrowly 
specialised nature. It actually appears as if the Editors have 
effected some sort of compromise between these two ideals, a 
compromise whose chief danger lies in its implied suggestion of 
the existence somewhere of a single repository of economic truth, 
of a treasury of positive mutually-consistent Saizen, buried in a 
field where one labourer’s gain is another’s loss—an _ ultra- 
Mercantilist conception of the nature cf science and its instruments 
which economics, above all, should have long outgrown. 

Professor Cannan seems to take the view that much of the 
present disagreement between economists and their consequent 
ineffectiveness springs from mutual misunderstanding rather than 
from any more deep-seated antagonism. Like Hobbes, he 
ascribes the first cause of their absurd conclusions (at least as far 
as English economists are concerned) to an abuse of words. 
“Economists ’’, says Professor Cannan, ‘“‘ ought to take far more 
trouble to find out and explain what is actually meant in ordinary 
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speech by the words that have become technical terms in the 
literature of economics.”’ 

But there are good reasons for supposing that the trouble goes 
even deeper than this. Professor Cannan assumes that economists 
are at least able to understand their own doctrines and that the 
meanings of the terms they employ are at least quite clear to 
themselves. And yet if a list of the seven deadly sins of econo- 
mists were made, it is reasonably certain that the deadliest 
among them would still be “that they begin not their ratio- 
cination from definitions.”” And this is most true of some of the 
most important terms in the science; in fact, of nearly all of the 
typical chapter-heading terms with the single exception of Value. 


One thing is still more certain: that however desirable or 
undesirable genuine conflicts of doctrine may be, nothing could 
do more to remove barren misunderstandings than such a work as 
Die Wirtschaftstheorie der Gegenwart. Although there naturally 
are some particulars in which it might have been done better, no 
such work on such a scale has ever actually been done half so 
well. It is a memorial worthy of the great man in whose honour 
it was planned and written. H. E. Batson 


London. 


‘“ Plan or no Plan.”” By BarBara Wootton. (London: Victor 
Gollanez, Ltd. 1934. Price 5s.) 


Tuis book might well have been called the “ Intelligent 
Socialist’s Guide to Economics.”’ Its appeal is to the intelligence 
rather than the emotions. As the author herself explains (p. 104), 
“the main concern of this book is with economic mechanisms, 
and a study of the efficiency of alternative economic systems is 
therefore more relevant to its purpose than would be any attempt 
to assay the moral quality of the results delivered by those 
mechanisms.” And its appeal is particularly directed to the 
intelligence of those persons who have assumed that the con- 
temporary unemployment crisis is a breakdown of capitalism 
as such. 

In her presentation of modern economic thinking for this 
particular audience—and it is a large one—Mrs. Wootton is quite 
brilliant. Her insistence on the quantitative nature of economic 
notions as against the black or white, all or none, principles of 
political controversy; her belief in economic man; her exposé of 
the necessity of interest; and her exposure of the view that 
income from profits is never consumed, are all wittily and pithily 
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put and enable Socialists to purge themselves of their platform 
manners, their Marxian, Hobsonian, or Douglasite predilections, 
and their instincts-in-industry obsessions. Her first chapter on 
the “ Nature of an Unplanned Economy ” is a most discriminating 
analysis of the forces at work within the capitalist network of 
unco-ordinated planlets; while her second chapter on the 
‘Nature of the Russian Planned Economy ” must rank as the 
Soviet experiment’s first subjection to purely economic reasoning. 

If anything, Mrs. Wootton is perhaps too rigorously orthodox 
in her reasoning. She adopts the “ scarce means to alternative 
ends ”’ definition of economics and is thus unduly exercised with 
the inability of an economic system ‘“ to make any use at all of a 
large proportion of its existing resources, human and material ”’ 
(p. 115). The central (third and fourth) chapters on the 
“ Achievements and Possibilities of an Unplanned Economy ” 
and the “ Achievements and Possibilities of a Planned Economy ” 
are both concerned almost entirely with the unemployment crisis. 
Both the explanation of how the unplanned economy produces 
this breakdown and the estimate of how far the planned economy 
might avoid it, are brilliantly done with a fine sense of proportion 
and balance; but it is only part of the picture. What industrial 
economists and technologists look for as the most important 
effect of planning, namely, the creation of more efficient resources 
and the general reduction of costs by changes in productive and 
distributive structure, is, strangely enough, omitted. If con- 
sumption is planned and products standardised to the exclusion 
of individual fads, the way may be opened for mass production 
and mechanisation that will permit an economy of human effort 
and a standard of living hitherto unknown. Mrs. Wootton 
mentions competition as responsible for temporary over-pro- 
duction in the amounts of a given product, but she neglects its 
effect in the continual over-production of varieties and sorts of 
product and the consequent failure to achieve the low cost and 
low prices of large-scale operation. 

This neglect is, certainly, consistent with her view of planning 
expounded in the fifth chapter. The first step in planning is 
regarded as simply a deviation from the status quo. “The 
planners would have to take the community as they found it, 
and their first plans would inevitably provide for a society whose 
economic needs were determined by the income-grading and 
social structure already familiar to us. . . . The central part of 
their first plans would consist simply in supplying by deliberate 
plan about the same quantities of these things as had been 
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previously produced by individual response to the readings of 
the price mechanism.” Mrs. Wootton thus conceives planning 
as not changing consumption habits any more radically than the 
structure of industry. In her sixth and last chapter on the y 
“Conditions of Successful Economic Planning,’’ Mrs. Wootton, 
quite consistently again, comes out in favour of pricing rather 
than rationing of goods, and wage-incentives rather than uplift. 
Occasionally other aims in planning besides that of constant 
employment of resources peep out, such as to make men “‘ healthy, 
wealthy and wise,” but on the whole both communists and ? 
technologists will be disappointed by Mrs. Wootton’s plan. 
There is to be no forcing people to take what they are offered, no 
liquidation or gleichschaltung of class or individual preferences, 
even though such planning of consumption might greatly simplify 
the engineering problem. ‘“‘ No given individual is himself obliged 
to be the someone who buys a particular something” (p. 328). 
This will please the still liberal-minded Socialist and indeed the 
liberal-minded anyone, but Mrs. Wootton has certainly not chosen 
the strongest terrain for her battle. The strongest case for 
planning is technological and ethical; that wealth can be thus 
cheapest produced, and men thus made most happy and wise | 
even though against their own immediate desires. To-day, even 
in England, we plan education and housing, and force them on 
people or give them deliberately below cost, and the most ardent — 
planners are those who wish to extend this plan to other fields. 
All the more glory to Mrs. Wootton for a magnificent fight on 
the difficult ground she has chosen. Within this restricted ring 
she lands her blows right and left, and sometimes necessarily in \ 
the air, with telling effect. The ethereal proposal of Sir Arthur 
Salter for a planning by professional bodies is laid low for giving 
us “a community more planned against than planning.” To the 
left the economic drawbacks of revolution are solidly pushed 
home. “The armies that have been taught to roar like lions, 
learn with difficulty to coo like doves, and, simultaneously, to a 
work like horses.” To the right, the facade of the Fascist 
Cooperative State is ripped off to disclose the old unplanned 
Capitalist economy again. But the book is not merely a series of 
well-aimed blows. The argument against no plan, that it allows | 
sectional interests with centrifugal tendencies to obtain control, 


is admirably sustained. Altogether a most forceful and timely + 
display of the economist’s apparatus of thought turned upon a 
concrete issue. P. SarGant FLORENCE 


University of Birmingham. 
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Wages Policy and the Price-Level. By K.S.Istus. (P. 8. King. 
Pp. 256. 9s.) 


Tuts book is concerned with a very interesting and important 
question: the possibility of adjusting wage-rates to changes in 
the price-level, and thus of overcoming by wage policy a part, at 
any rate, of the unemployment accompanying trade depressions. 
Wages are indeed one of the least flexible elements in the price 
structure ; and thus, even if it were established that a more adapt- 
able wage policy would do a great deal to mitigate depressions, 
it would not be easy to carry out the prescription. Yet in spite 
of this, it is clear that we ought to know whether the prescription 
itself is a sound one; for if it is, there would be good reason to 
make a great effort to overcome the practical difficulties. 

Mr. Isles’ conclusion is one which would commend itself to 
many economists as very sensible and moderate; he holds that 
in the opening stages of a depression, wage reductions might do 
something, but not everything, to combat unemployment; as the 
depression proceeds, however, their prospect becomes less and 
less favourable, so that in the depths they would almost certainly 
do more harm than good. The analysis by which he proceeds 
to this result is often most instructive and illuminating; but 
unfortunately, at the last lap, everything turns out to depend 


upon suppositions about the supply curve of enterprise. The 


assumptions made about the shape and behaviour of this curve 
are quite plausible; but they are no more than assumptions, and 
so tenuous a conception is surely a most insecure foundation for 
exact knowledge. 

The first part of the book is concerned with the ordinary 
marginal productivity theory for a single industry under com- 
petitive conditions. Here there is naturally little that is very 
new, though Mr. Isles brings out a number of special points very 
neatly. He is particularly concerned with the short-period 
marginal product, a concept of whose dangers he is well aware 
(pp. 69-70). A concluding chapter of this section makes an 
interesting attempt to examine the form of the short-period 
marginal productivity curve. It is concluded that the curve is 
inclined negatively, and that it is concave downwards; but this 
last point depends almost entirely on the assumption that the 
supply curve of enterprise is concave upwards. ‘ Keeping in 
mind that enterprise includes risk-bearing, it is reasonable to 
think that, as the amount of enterprise increases, the marginal 
disutility of enterprise will become greater—progressively greater ” 
(p. 88). It may be so; but the foundation is rather fragile. 
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Part II proceeds to the problem of “ General Equilibrium ” 
by a most ingenious application of Marshall’s Foreign Trade 
Curves. It is assumed, first of all, that wages in each industry 
are fixed in terms of the product of that industry; the wages in 
one industry (cotton) are now reduced. ‘The increase in employ- 
ment in the cotton industry will now mainly depend upon the 
elasticity of demand for cotton in terms of other things; while 
the change in employment in other industries will depend primarily 
on whether this elasticity of demand for cotton is greater or less 
than unity, so that entrepreneurs in other industries give less or 
more of their goods in return for the increased quantity of cotton. 
Subject to a number of qualifications, which need not be detailed 
here, it thus follows that the total amount of employment in all 
industries together will be increased if the elasticity of demand 
for cotton is greater than unity, and also if it is only a little less 
than unity; but that it will be reduced if the elasticity is much 
less than unity. 

This conclusion is in no way inconsistent with the results 
reached by other methods of analysis; for the assumption of given 
product wages in other industries implies that when cotton wages 
are reduced, there is a slight rise in real wages in these other 
industries, when real wages are measured against finished products 
in general. The conventional doctrine would teach that there 
must be an increase in employment as a result of a fall in real 
wages, unless the direct effects of the fall are counteracted by 
indirect effects through a fall in the supply of some other factor 
of production, or unless there are other indirect counteracting 
effects through a shift in demand. Mr. Isles’ analysis brings out 
very well the possible importance of such a shift in demand; 
but it appears to be rather less well adapted to elucidate the 
technical influences which would always be favourable to a rise 
in employment. 

Passing on to the case of a general fall in product wages, Mr. 
Isles holds that the effect on total employment of a general fall 
is likely to be less than the sum of the total effects on employment 
of a fall in the various industries taken separately. This result, 
in the last resort, appears to depend upon his view that the supply 
curve of enterprise is concave upwards. 

In the depths of a depression, Mr. Isles continues, the supply- 
curve of enterprise will probably misbehave so far as to bend back, 
or, in other words, the demand for real income in terms of enter- 
prise will become inelastic. But the argument here becomes 
decidedly difficult to follow. For if it is the enterprise demand 
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for real income which is at the root of the trouble, a reduction in 
real wages would apparently have an adverse effect upon employ- 
ment—at any rate, if the backward slope was at all considerable. 
Yet Mr. Isles frequently suggests that it is the payment of wages 
in money which is responsible; that a reduction in product wages 
would have a favourable effect, but that “a lowering of money 
wage-rates would not be an effective means of bringing it about ” 
(p. 158). The argument is disappointingly brief; and, without 
further elucidation, it seems imperfectly co-ordinated. 

The book concludes with two chapters on wage policy in 
England and Australia; but that on Australia is, in fact, con- 
cerned for the most part with banking and the exchanges. 

J. R. Hicks 


The Tourist Movement : an Economic Study. By F. W. Oaitviz. 
(London: P. 8S. King, 1933. Pp. xv + 228. 12s. 6d.) 


PROFESSOR OGILVIE is right in claiming that “ to neglect the 
study of services is not merely unscientific in theory; it increas- 
ingly does injustice to the facts of the modern world.” Engel’s 
Law that the greater the income the lower the proportion of it 
spent on food can be extended to other necessaries such as 
clothing and housing, and people without imagination are often 
left wondering how over-production can be avoided if the pro- 
portion of income spent on everything is eventually destined to 
fall. Some publicists rush to the conclusion that over-saving is 
bound to result as rich men multiply and that capitalism is 
doomed to die of a surfeit of unconsumed consumers’ goods. 
The true answer is perhaps the rather obvious one that though 
consumption of goods and things may not keep pace with income, 
the widening gap will be closed by the consumption of services. 
An economic study of the service of entertaining foreigners is 
thus peculiarly welcome. 

The Tourist Movement is certainly the most convenient 
starting-point for the study of services. To substantiate the 
balance of payments economists have been forced to consider 
“invisible” items, and among these, payments by tourists is for 
most countries second, if not equal, in importance to interest on 
international investment. Professor Ogilvie might well have 
stated more clearly the relative importance of his subject actually 
and potentially in the balance of international payments. Except 
for a table reproducing the official estimates of the United States, 
the actual value of the tourist trade, as estimated by the author, 
is not compared with the other invisible, and the visible items; 


| 
| 
) 


476 THE ECONOMIC JOURNAL [SEPT. 


and estimates of the possible value that the tourist traffic might 
attain are not attempted, though well worth speculating upon. 
The United Kingdom, for instance, in spite of her sentimental 
attraction as the “‘ Old Country,” and her convenience in language 
for colonials, and for American citizens too, has an unfavourable 
balance in respect of tourists. Might not a more progressive 
policy on the part of the British tourist industry have headed off 
the unfavourable-balance-of-trade argument for tarifis? The 
lack of enterprise of British hotel-keepers has out-rivalled even 
that of the coal and cotton entrepreneurs. Year after year 
Americans shorten their stay in these islands and flee to ‘‘ Europe ” 
in search of coffee, central heating and bedroom plumbing, while 
the price of British discomforts remain, as Mr. Colin Clark has 
shown, completely sticky. 

Professor Ogilvie is not concerned with economic possibilities, 
but statistical solidities. His study is mainly a successful effort 
to construct out of the fragmentary data vouchsafed by Govern- 
ments a complete and accurate picture of the tourist profit and 
loss account. This was not an easy task. The periodical British 
records, for instance, only give the total number of persons 
entering or leaving the country, and it requires an analysis of 
these persons into rich and poor, holiday-makers and commercials, 
overseas British and foreign visitors, seamen and students, before 
any computation of their average length of stay and average 
expenditure per day can be started. Great ingenuity is then 
shown in inferring length of stay from the figure of foreigners 
present on Census night, and from the time-lag between inward 
and outward peaks in the movement of foreigners across the 
frontier. Expenditure per day has to be estimated mainly from 
foreign statistics about their foreigners. The net conclusion is 
that in 1929 some 675,000 visitors to the United Kingdom spent 
a total here of £22,444,500, while some 1,033,000 residents of the 
United Kingdom spent a total of £32,793,800 abroad. This 
total expenditure was at its peak in 1929 and fell by a little over 
five million pounds on both sides of the account by the year 
1931. The Tourist Movement in other countries is also reviewed 
by Professor Ogilvie. For 1929 the United Kingdom’s debit 
balance of ten millions compares with a credit balance of sixty- 
eight millions for France, thirty-eight millions for Canada, 
twenty-two millions for Italy and eleven millions for Switzerland. 
The actual and potential importance to these and other countries 
of the American tourist may be judged by the United States 
debit balance of one hundred and forty millions. 
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There is no question of the competence with which Professor 
Ogilvie has accomplished his difficult task in applied statistics. 
His technique is clearly set forth and his results admirably 
tabulated. It is to be hoped that this book will enable European 
Government statisticians to imitate the American in entering 
definite estimates of Tourist Traffic in their official accounts of 
international payments. It should certainly enable economists 
to substitute figures for one of a unknowns in some of their 
algebraic equations. 

P. FLORENCE 


University of Birmingham. 


Ideals of a Student. By Str Jostan Stamp. (Ernest Benn. 
1933. Pp. 240. Price 8s. 6d.) 


AmonestT countless addresses by men of affairs to University 
students those published, after some rearrangement, in this 
volume are surely unique. They cover a surprisitig range of 
subjects, which are illuminated by innumerable examples appro- 
priate to both the American and English audiences which the 
author addressed. His brilliance in producing new ideas and 
purveying old ones, and the humour with which sound advice 
on study and research is accompanied, render them pleasant and 
instructive reading for everyone. For the economist they have a 
special interest, because two of the addresses are specifically 
concerned with the British economic position and the relations of 
economics to commerce ; and in the others examples are frequently 
given from economic theories and from the author’s own 
experiences in statistical and economic research. 

The addresses as rewritten constitute seven chapters, of which 
the longest, extending to 35 pages, is on Research. Others are 
entitled : ‘‘ On Proving All Things,” “‘ On Improving All Things,” 
“On the Democratic Hope.” Every scientific worker and 
economist will be interested in the chapter on Research, which 
deals with the purpose of an investigation, the method appropriate 
to different problems and categories of facts, on learning from 
failures, and how and when to write up the results and publish 
them. The last chapter, “On Intellectual Integrity,” is highly 
suggestive and even challenging, and exhibits everywhere the 
author’s frankness and activity of mind. A very brief summary 
is prefixed to each chapter—a most convenient device. For 
instance, that on Intellectual Integrity runs thus: ‘‘ Complete 
intellectual consistency is unattainable—the effort to attain it, 
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while valuable, is only worth while within limits. The establish- 
ment of reasonable limits to the effort is essential for busy and 
well-ordered minds.” 

Perhaps the chapter ‘‘ On Improving All Things ”’ might itself 
be improved when a second edition is called for, by reconsideration 
of a few points. On p. 158, with reference to the decisions of 
wages boards and industrial courts, is a statement which implies 
that the ‘true marginal productivity of labour’ determines 
wages; for it is stated to be “‘in the long run an absolutely 
limiting factor.” It is a pity to appear to give currency to the 
widely prevalent fallacy that the marginal productivity of labour 
determines wages, by failing to explain that the marginal produc- 
tivity function is dependent on the efficiency of organisation 
and equipment, and constitutes the demand, whilst the actual 
marginal productivity depends on the supply of labour. 

A few pages further on the author pleads for going to funda- 
mental principles whenever we propose a change. But does he 
do so himself? The “freedom of choice of the consumer ” is to him 
fundamental in any workable economic system, and he proceeds 
(p. 165) to this surprising conclusion: ‘‘ The freedom of the 
consumer then upsets the best schemes of thoroughgoing socialism 
or bureaucratic planning.”’ He does not seem to have the present 
condition of Soviet Russia in mind, for he proceeds to ask whether 
there is any implication of Christian principle which calls for the 
modification and control of consumers’ freedom. The assumption 
appears to be that the productive capacity of the nation under 
socialism would be less than it is now; but most economists and 
engineers who have given the matter serious thought are agreed 
that productive capacity would be greatly increased, so that there 
would be no need for restriction of consumers’ choice. 

Further on (p. 167) he argues that a socialist community 
could make boots and sell them at half their social cost, but could 
not do this for all things, which is obvious. But why should he 
regard it as a ‘“‘ very unchristian thing to do” to embark on a 
business enterprise unless receipts exceed expenditure? <A 
socialist government, if it decided to vary prices from average 
cost, would make up losses on goods sold below cost for improve- 
ment of health or education by profits on luxuries and things 
supposed to be prejudicial to health. The author’s conception of 
a socialist economy seems to be that of the transition, when the 
money economy and profit incentive would still largely operate. 
It is perhaps unfortunate that a question of such vital importance 
to the future of civilisation has been dealt with briefly without 
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adequate explanations in a chapter which falls short of the high 


standard of the rest of the book. 
H. S. JEvons 


International Combines in Modern Industry. By ALFRED PLUMMER, 
B.Litt., M.Sc. (Econ.), LL.D. (Pitman. Pp. 191. 7s. 6d.) 


boundaries rarely coincide with economic 
boundaries; and it is therefore to be expected, in the industries 
where conditions of supply and demand produce combines, that 
those combines should extend their influence across national 
frontiers. ‘The question then arises: does this straddling of 
frontiers produce problems of policy or systems of administration 
which distinguish international combines from those which happen 
to be confined within the limits of a single nation? Obviously, 
minor difficulties such as the adjustment of price policy in relation 
to fluctuations in rates of exchange will arise. But if no greater 
differences exist, then international combines do not, merit any 
special treatment from the economist. Everything that he says 
concerning the motives which produce them, the economies 
they may achieve, their influence upon prices and distribution, 
the limits which prevent their extension, the circumstances in 
which they arise or disintegrate will apply as effectively to the 
international as to the national combine. If, on the other hand, 
there are economic problems peculiar to international combines, 
then it is upon them that one would like to see a competent 
researcher concentrate his attention. 

Mr. Plummer is well aware that such peculiar problems do 
exist. The possible conflict between the national policy of any 
State and the interests of a firm operating within its area of control 
which happens to be a member of an international combine is 
perhaps the most important of these problems. Mr. Plummer 
in this connection points out that the expectation of the Inter- 
national Economic Conference of 1927, that international combines 
might act as an antidote to the evils of protectionism, has not 
been fulfilled; and he is inclined to hold that these combines do 
not tend to facilitate the international division of labour. He 
discusses also the peculiar problems arising from the allocation 
of quotas of production to national groups. He devotes a couple 
of pages to the legal difficulties of a combine operating under 
several different systems of law. He raises the question: What 
is the most suitable administrative scheme for an economic 
organisation with world-wide ramifications? He touches upon 
the difficulty of devising any satisfactory form of social control 
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over such corporations, and advocates that as much publicity 
as possible should be given to their deeds by the League of 
Nations. But his book does not contain a full or thorough dis- 
cussion of any one of these interesting problems. 

Yet it would be exceedingly unfair to appraise this book only 
by what it omits. No doubt Mr. Plummer was limited by the 
purpose for which his book was intended. He was obliged—as 
anyone who writes on international combines must be obliged— 
to describe in some detail all the important cartels and concerns 
which have operated during recent years on an international 
scale. He had also at least to indicate the well-known circum- 
stances which influence the formation and the policy or cause 
the disruption of combinations. All this he seems to me to do 
very competently indeed. He has produced a very useful and 
clearly written book in which all the facts concerning international 
combines have been brought up to date, and in which these 
combines are related to the environment in which they operate. 
The book is therefore well suited for the use of students, and will 
help them to relate facts and theory. I hope that before long 
Mr. Plummer may perform a labour of love and investigate 
much more fully the interesting problems upon which he has only 
touched. The book which resulted might not have a wide sale, 
but it would be very gratefully received by economists. 

H. A. MarquanpD 
University College, 
Cardiff. 


The Rise and Fall of the Gold Standard. By Str CHARLES MoreGan- 
Wess. (London: George Allen & Unwin, Ltd. 1934. 
Pp. 187. 5s.) 

The Breakdown of Money. By CuristorHEeR Hoxuis. (London: 
Sheed and Ward. 1934. Pp. xxiii + 232.) 

Promise to Pay. By R. MoNarr Witson. (London: George 
Routledge & Sons, Ltd. 1934. Pp. 148.) 


TuEsE three books, all dealing with the defects of our monetary 
system, are of very different calibre and value. 

Mr. Hollis’s thesis is that all our ills are financial in their 
origin. The prime need of any modern community is purchasing 
power sufficient to keep pace with its productivity, and this we 
might easily acquire if it were not for the stranglehold of the Banks, 
and above all of the Bank of England. In the endeavour to prove 
his case Mr. Hollis ranges over the habitable globe, the history 
of England and a variety of diverse topics. The Liberal principle 
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of “‘ allowing money to find its own level ’” meant that we equipped 
competitors and armed our enemies, while impoverishing our 
own people. But the real enemies of society are the Banks, 
which invent money “ out of nothing” and levy a toll on the 
community for doing it. Actually society is the creator of all 
new money, and the Government should never have parted with 
the privilege, or allowed the Central Banks to usurp a power which 
they manage very badly. We need never have had a National 
Debt if, instead of allowing the Banks to invent money and 
paying them for exercising the privilege, the Government had 
just issued the money required. 

Turning to the future, Mr. Hollis points out how much more 
important than foreign trade is the domestic market, and how 
the provision of new purchasing power is all that we need to set 
the wheels in motion. Like many of his kind he casts longing 
eyes on the Douglas Scheme, while firmly condemning it. But 
he holds that we could distribute purchasing power in a less 
drastic form to persons who could not be demoralised by it : 
to old age pensioners, widows, the blind and the disabled. We 
should also restore the amounts cut from salaries and unemploy- 
ment benefit. To the unemployed he would give resources as 
great or almost as great as to the wage-earner : he is not afraid 
of the lure of idleness. 

The rest of the book is somewhat discursive. A chapter on 
India suggests that we have always given her more than we have 
received in return, and that the loss of our Indian trade would 
be an inconvenience but not an irreparable disaster. Another 
chapter is devoted to laying the bogey of inflation by showing 
that there is no parallel between the mark and the pound. The 
American slump and the Roosevelt policy, and the experiences 
of Spain under General Primo de Rivera, are drawn in to point 
one or other of Mr. Hollis’s morals, and a chapter on Population 
warns us that a nation which has lost its faith in the Christian 
Revelation has lost the mainspring of action and is not likely 
to survive. Altogether an interesting and suggestive book, even 
though the reader may not always agree with Mr. Hollis’s premises, 
or see how they lead to his conclusions. 

Dr. McNair Wilson too has discovered that the Banks invent 
money out of nothing, and he sets out to explain the whole position 
‘in a form that may be grasped easily by anyone above the age 
of sixteen.”” This he does with an elaborate sarcasm that will 
certainly appeal to the young. But underlying the sarcasm is an 
indictment of modern banking practice more savage than any 
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medieval denunciation of usury. Not only are the bankers the 
villains of the piece, but they and their allies, the international 
financiers, conduct against an innocent population a nefarious 
campaign, which can only be likened to the activities of an 
insatiable monster mercilessly swallowing his victims alive. 
International finance has conquered the world and reduced it to 
slavery. International bankers can create invisible exports 
or invisible imports by a stroke of the pen, and so efiect changes 
in price levels and depression of wages. ‘‘ A struggle is proceeding 
to-day between International Finance frantically concerned ” 
to maintain its power, and “the rest of mankind concerned only 
to produce and consume.” There is no doubt of the honest 
fervour which inspired this book, but it is not equally clear what 
remedies the writer would have us adopt. 

Compared with the raging torrent of Promise to Pay the 
argument of Sir Charles Morgan-Webb’s The Rise and Fall of 
the Gold Standard resembles a calm and limpid but powerful 
stream. In a dissertation as interesting as any romance, he 
describes the silver standard that ruled in medieval England, 
the battle of the standards in the eighteenth century and finally 
the all-important events of 1816, when the old-established unit-of- 
account, the pound sterling, now based on the mint price of gold 
at £3 17s. 103d. an ounce, was made the unit of value of a new 
currency. The new standard, which reigned supreme for nearly 
a century, was not gold, nor a weight of gold, but a value of gold, 
and its whole strength and importance lay in the obligation 
imposed on the Bank of England to be both a buyer and a seller 
of gold in unlimited quantities. For while this obligation lasted 
no other value of gold was possible. 

The writer points out that this gold standard which worked 
so well was essentially a ‘‘ managed currency,” which depended 
for its very existence on a superlative exercise of the art of 
management. But the world at large adopted it as the gold 
standard, believing that its success was due to the innate virtues of 
the metal. In 1872 Germany linked the mark to the pound; 
France followed suit in 1890 and the United States early in the 
twentieth century. 

The sterling standard was swept away in the World War, and 
the dollar standard took its place. But protectionist America, 
compared with free trade Britain, was quite another kind of 
creditor who subjected her debtors to a drain of gold. Sir Charles 
finds it incredible that the two systems of currency should ever 
have been taken for identical, and worse, that the return of 


1934] GIFFORD; THE DEVALUATION OF THE POUND 483 


Great Britain to gold in 1925 should have been made under a 
similar misapprehension. 

In addition to drastic deflation with its attendant losses, 
industrial unrest, and other predictable and predicted disasters, 
Great Britain experienced a disaster which no one had foreseen. 
The debtor countries which were compelled to pay America in 
gold, procured this by dumping their goods on the only free 
market, that of Great Britain, so that for years our magnificent 
financial organisation served only to place all our available gold 
at the disposal of the United States, and later of France. In 
1931 we gave up the struggle. 

The post-war gold standard which had already proved its 
unfitness for the work required of it, received its coup de grdce 
from the newly-established practice of hoarding. It died because 
the creditor countries refused to work it, but it left behind a 
legacy of ruin and starvation. Politically, the restoration of 
the gold standard is, in the writer’s opinion, about ag feasible as 
the reintroduction of the feudal system. 

The sequence of events has proved encouraging. Sterling 
did not, as might have been feared, degenerate into a local 
currency : on the contrary, the sterling Bill of Exchange proved 
able to hold its own and more, with Bills based on currencies 
backed by vast accumulations of gold. The paper pound is 
slowly but surely gaining the predominance which the old gold 
pound had so effectually established. The new unit of value is 
the Index-number, and the only problem left to be solved is the 
determination of the stabilisation point—a problem which might 
be solved by British-American co-operation. The writer begs, 
however, that we should cease to render lip service to gold, and 
should explain to the world at large that the hope of “ ultimate ”’ 
return to gold, so piously expressed in the Macmillan Report, 
means, in effect, exactly nothing. Of the Macmillan Report 
Sir Charles has a great deal to say which does not affect the main 
thread or the cogency of his argument. This book deserves to 
be widely read both for the interest of its historical matter and 
for the compelling logic and sanity of its views. H. ReyNaRD 


The Devaluation of the Pound. By J. L. K. Girrorp. (P. S. 
King. 1934. Pp. viii + 114. 5s.) 

The Nationalisation of Banking. By AMBER BLANCO WHITE. 
(Allen and Unwin, and the Fabian Society. 1934. 1s. 6d.) 


Mr. Girrorp’s book is a straightforward attack upon exchange 
depreciation as a method of securing equilibrium in the balance 
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of payments, and in particular upon the British departure from 
gold in 1931. He argues firstly that our action intensified the 
World Depression to such an extent that it would have paid the 
French and other central banks to lend us enough (he mentions 
£500 m.) to remain on gold. He suggests, secondly, that our 
action was in any case largely ineffective in restoring the trade 
balance owing to the large number of countries which followed 
our example, or else imposed import quotas and raised their 
tariffs. Mr. Gifford believes that we could and should have 
deflated, and that if this was impossible on a sufficient scale (as 
might well have been the case), exchange restrictions would have 
been preferable to depreciation. But one feels that he has under- 
estimated the social obstacles which to-day stand in the way of 
any attempt to deflate seriously the British income structure. 
Moreover, if only in view of the German experience, few would 
agree with him in preferring exchange restrictions to depreciation, 
if adequate deflation is found to be impossible. Further, the 
subsequent failure of the free exchange market to secure complete 
equilibrium in the foreign balance on income account undoubtedly 
implies a continued capital import. But it may well be a mistake 
to argue, as Mr. Gifford does, that this failure was itself the cause of 
the continued import of capital. It is just as, if not more, likely 
that the causation ran the other way. But the book as a whole 
is well-written, closely argued, and contains some useful statistics. 
Mrs. Blanco White is in favour of the immediate nationalisa- 
tion of the Bank of England on the advent of a Socialist govern- 
ment, but the nationalisation of the joint stock banks only at a 
later stage. Her argument is marred by a misunderstanding of 
the meaning of inflation, and by a gross over-estimation (p. 35) of 
the benefit to production to be obtained from a change of monetary 
policy. Nor does she explain the nature of the advantage to the 
community which she hopes may be obtained from the power to 
distribute credit arbitrarily through the ultimate nationalisation 
of the joint stock banks. H. BARGER 


University College, London. 


Future Trading. By G. W. Horrman. (University of Penn- 
sylvania Press. 1932. Pp. ix + 469, with bibliography, 
charts and tables. 21s.) 

The Hard Winter Wheat Pools. By J. G. Knapp. (University 
of Chicago Press. 1933. Pp. vi+ 177. 7s.) 

Ir is possible to commend a book without agreeing with it, 
and to agree with a book without commending it; and so it is 
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with these two books. Professor Hoffman, Professor of Insur- 
ance and Consulting Economist to the United States of America 
Department of Agriculture, writes with academic and expert 
knowledge; and of a subject on which our own University 
students are strangely ignorant it is excellent to have a first- 
hand exposition. Mr. Hoffman’s book should take the place of 
Emery’s Stock and Produce Exchanges; and he improves upon 
Emery by his admirable historical account of the evolution of 
the future market in wheat and cotton; for, despite attempts to 
introduce it elsewhere, wheat and cotton supply over nine-tenths 
of all the future trading of to-day. 

The environment of its growth was the Chicago of 1855-65. 
The arrival of wheat from the newly-settled country points was 
uncertain, roads were bad, lake-boats were irregular in departure ; 
abroad there was the disturbing element of the Crimean War, 
at home the disturbances of the 1857 crisis and later of the Civil 
War. In such an environment the American business man 
flourished, and he was above all a speculator—in gold, in real 
estate, and in raw produce. The forerunner of the future was 
the “ sale to arrive,” i.e. selling (now) to arrive (later), but these 
sales were for many varying qualities and the true future was 
only possible when the produce had been graded. Thus, future 
trading is in its essence forward dealing in standardised wholesale 
produce of a fundamental staple, of wheat the great staple of food, 
and of cotton the great staple of clothing. The evolution 
of the cotton future is substantially the same, save that 
Liverpool, the port of import, led the way, followed by New 
York and then by New Orleans, the centre of the growing region. 
One notices the importance of the steamship, and later the cable, 
in enabling commercial paper and samples of cotton to arrive 
ahead of the cotton itself. The law is sometimes a procrastinator, 
but it is noteworthy that in 1838, when regular steamship services 
began across the Atlantic, the Courts revised their old objection 
to the time contract. Such contracts were to be valid if there 
was intention to deliver; however, Mr. Hoffman shows that this 
test is very ambiguous, and prefers himself to justify them by the 
objective test of usefulness. 

He shows further that there are two main parties in the 
future market; the trader who uses it for speculation, and the 
hedger who uses it for insurance. Without the latter the system 
would run riot and be suppressed as a pernicious traffic : without 
the former the system could not function. And the fundamental 
point is made that, although only in rare cases is the subject of 
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the future contract actually delivered in physical form, yet it is 
of the essence of the system that it shall be deliverable. Other- 
wise the cash market and the future market will not move in 
sympathy, and hedging, the commercial service of the system, 
will not work. 

Here, again, is a sterling statement, “Is not the grain crop 
or cotton crop sold twenty times over each year? The answer 
is, No. Contracts or rights to cotton or grains are traded in to 
an amount this large, but the crop itself is bought or sold perhaps 
on an average not more than four or five times involving the 
various steps in marketing ” (p. 111). 

Why, then, cannot one agree with this book? Just because 
it is the Chicago of 1855-65 perpetuated, and society will not 
stand this. The revolt does not come from the consumers, to 
whom the system supplied commodities in a continuous even 
flow with an excellence which no other markets can show. The 
revolt comes from the producing farmer and the social psychology 
of a producing nation. The farmer cannot protect himself by 
hedging; for the essence of hedging is that the middleman, 
elevator or exporter, shall sell a future when he buys the actual 
wheat and close the future when he sells it. The farmer owns 
the crop from the outset. He could, of course, when he sells it, 
buy a future, but this is no hedge, it is a straight speculation. 
Similarly, from the essence of the case, it is impossible for a real 
farmers’ pool to hedge, because it too from the outset owns the 
crop on behalf of its members. If it sold the crop ahead of 
arrival, it would simply make one great speculative sale. It is 
quite extraordinary how many students in England believe that 
the futures market helps the farmer by enabling him to sell his 
crop while it is yet growing, and thus to be sure of a decent price. 
In apple marketing, selling your fruit while it is still on the 
tree is always the mark of a lazy farmer. 

The reviewer would like to be able to turn to a book as able 
in exposition on the other side. Professor Knapp’s book does 
not fill this gap. It is doubtful if any single economist could 
fill it, and for these reasons. 

First, the goal is uncertain. The alternative system—call it 
merchandising or pooling—has nowhere been a uniform success 
and yet has nowhere been abandoned in favour of a return to the 
old system. Rather, the trend is towards a system of state 
marketing, to which perhaps the pooling method in retrospect 
will prove to have been a half-way house. 

Secondly, in America, where the academic ability is certainly 
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present to achieve the task, the environment is unsuitable. The 
cotton South is dominated by the needy condition and social 
inferiority of the growers. The wheat-growing districts are 
numerous and different. Mr. Knapp gives us the hard winter 
wheat pools. In addition, there is the Pacific belt and the 
spring wheat belt; therefore the story is confused, and the 
confusion becomes almost chaos for the outside reader, who is 
not alive to the undercurrents of hostility between the rival 
organisations of farmers. Then comes along the Federal Govern- 
ment and creates from above a phantom federation, the Farmers’ 
National Grain Corporation; before this has achieved anything 
the crash arrives, and the Government is left with the task of 
supporting the market and bearing the loss. Mr. Knapp might 
have told his story more succinctly. He is an enthusiast for 
co-operation, but does not unify either his story or his analysis. 
Mr. Harald Patton, in his Grain Growers’ Co-operation in Western 
Canada, unifies the story, but even he does not face_the crucial 
theoretical points. For example, what would happen if the Pool 
had got 75 per cent. of the crop? Could the Grain Exchange have 
functioned? If Winnipeg had gone out of business, how would 
Canada have accommodated herself to the residual! speculative 
market in England? For England certainly would not have 
agreed to accept Canada’s method of merchandising her crop to 
the exclusion of other methods. 

Thirdly, and finally, agricultural marketing has now become 
not merely a study in agricultural economics, but also almost 
the test case in the secular problem of the individual and the 
State. It is hardly possible to describe the agricultural market- 
ing schemes of England without being involved in cartel analysis. 
It is a problem not only of the individual and the State, but of 
the producer and the consumer; and the reconciliation of the 
two, rather than of capital and labour, may well prove to be 
the ultimate problem of economic society. In either case the 


economist will need the help of political science. 
C. R. Fay 


Juvenile Unemployment. By JouHN JEWKES and ALLAN WINTER- 
BoTTOM. (London: George Allen and Unwin, Ltd. 1933. 
Pp. 159. Price 5s. net.) 


THE authors remark on the difficulty which at present confronts 
the investigator of juvenile unemployment, in the defectiveness 
of official statistics. Even the numbers unemployed cannot 
be certainly known, though the new Unemployment Insurance 
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Bill, by assimilating the entry into insurance with the school- 
leaving age, should do much to effect improvement in this direction. 
The authors attempt, in the first place, to make a detailed study 
of the region of the Lancashire Industrial Survey—Lancashire, 
exclusive of Merseyside, and Cumberland; but they are also 
concerned with the general problem, and the latter part of the 
book is devoted to discussion of existing public policy and possible 
future action. For “each of the depressed northern industrial 
areas presents an unemployment problem which has its own 
peculiar features.... But the problem ... in Lancashire 
and Cumberland is in kind, if not in degree, indicative of that to 
be encountered elsewhere.” 

This combination in the problem of national extent and special 
local characteristics makes particularly suitable the method 
of regional inquiry. A similar study was made a few years back for 
the single borough of Bermondsey; and it is to be hoped that 
the like work will be done for other areas, till the whole country 
is covered, and the full results co-ordinated. 

In one sense, the present problem, at least in the depressed 
areas, is a double one, combining the temporary effects of the 
world crisis with the more permanent difficulty arising from the 
overlapping of the problems of “ boy employment ” and “ boy 
unemployment ”—+to use the distinction made in the Bermondsey 
inquiry—and the results which follow from Blind Alley employ- 
ment. The whole problem will be further complicated for a 
few years by the great temporary increase in juveniles entering 
employment as a result of high birth-rate in one or two post-war 
years, notably 1920. The Lancashire Survey Region is well 
fitted to illustrate both sides of the problem, since it suffers 
severely from the depression, and the cotton industry employs 
far more juvenile labour than it can retain in manhood. A serious 
feature of the position is the greater difficulty of placing leavers 
from secondary schools, their percentages of unemployment in 
the summer of 1932 being 26-1 (boys) and 28:5 (girls), compared 
with 20-7 and 16-7 respectively for elementary school leavers. 

The statistical study of the problem in Lancashire and 
Cheshire, which is supplemented by a series of additional tables 
in the Appendix, is followed by a more general study of policy and 
remedies, subdivided into Palliatives and The Lengthening of 
School Life. The book concludes with chapters on The Control 
of Juvenile Employment and on What Lancashire Can Do. 

The authors strongly advocate raising the school-leaving age 
to fifteen, but emphasise that, to make this effective, the educational 
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reorganisation under the Hadow scheme should be resumed and 
completed. There is an interesting discussion of different 
remedies, such as extension and improvement of instruction 
centres for unemployed juveniles. On this last matter, the 
information given suggests that, when full allowance is made for 
need of preventing waste and for the difficulties of administering 
the Centres, the policy adopted has been defective in flexibility, 
in range, and in the treatment of the teaching staff. “ Many 
of the instructors are working under week-to-week or even day-to- 
day contracts.” Some suggestive illustrations are also given of 
the detailed effects of ““ Economania ’’ upon Lancashire education. 
The suggestion that, failing general raising of the school-leaving 
age, Local Authorities in Lancashire should combine to press for 
sanction to Bye-Laws under the Fisher Act to raise the age 
throughout their area is interesting in view of a similar movement 
now taking place in London. 

The authors particularly stress the present high unemployment 
of the older children in Lancashire, where the ordinary effects 
of high proportions of Blind Alley employment are greatly 
aggravated by contemporary conditions, whilst there is continuous 
engagement of younger children fresh from school. The writers 
specially fear the effects of this upon the rising generation, at a 
time when improvement in industrial quality is essential to meet 
Japanese competition. They rightly urge that much of the 
unemployment could often be met by a proper system of dove- 
tailing of jobs, and this should also prevent any risk of shortage 
of labour from restrictions on the entry of younger children into 
the labour market. Possibly the authors do not fully develop 
the possibilities of dovetailing. The evils of Blind Alley employ- 
ment are, indeed, obvious, but much of it is also inevitable with 
the present organisation of industry; and the authors perhaps 
over-stress its elimination and give too little attention to its 
regulation and control. The most practicable line of advance 
may well be found in a further development of dovetailing, 
whereby the surplus of boy labourers in industries like cotton 
will be transferred at the right time to men’s jobs of various kinds, 
in occupations which employ a shortage of juveniles. The 
authors rightly point to the value of the work already done 
for the guidance of juveniles and demand its extension; and one 
fruitful opening for this seems likely to be found in further 


dovetailing of this type. 
N. B. DEARLE 
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Aspects of the Rise of Economic Individualism: a Criticism of 
Max Weber and his School. By H. M. Rosprrtson, Ph.D., 
Senior Lecturer in Economics in the University of Cape Town. 
(Cambridge University Press. 1933. Pp. xvi-+ 223. 
10s. 6d.) 

Dr. RopeRtson’s object is to disprove Weber’s theory that 

“ Protestantism, especially in its Puritan form, has had a very 

great influence in forming the ‘ spirit of capitalism,’ and, therefore, 

in forming capitalism itself,” through the doctrine that unremitting 
industry in one’s “ calling ” was a religious exercise, and that 
success in one’s calling was an ‘“‘ outward and visible sign of the 
acquisition of spiritual grace.” Reference to early Puritan writings 
shows that the authors preached the beauty of the ordered life, 
contentment in the position to which God had called one, avoidance 
of worldly ambition, and the due performance of charitable 
and other duties. It was not till the late seventeenth century 
that English moral writers began to regard “ worldly success of 
great moment, and of paramount importance in deciding in 
what esteem a man should be held.” Catholic writers are quoted 
as holding similar doctrines and going through the same develop- 
ment to an alliance of God and Mammon. Weber held that there 
was no “capitalistic spirit ’’ in the Middle Ages and that pre- 

Reformation capitalism was a poor thing until it was vivified 

and made respectable by the Puritan creed. A searching historical 

review completely destroys those assertions. The spirit of gain 
is as old as Aristotle, and Weber, instead of searching into origins, 
drew his ideas of the relations between Protestantism and capital- 
ism from the writers of the late seventeenth and the eighteenth 
centuries when the old ordered morality had become sophisticated. 

The true view set out in this book is that “ the great influence 
which moulded the history of capitalistic endeavour was the 

escape from medievalism.”’ The abolition of privileges was a 

feature of the Renaissance period, and Machiavelli taught that 

the monarch should encourage his citizens to prosper in their 
employment so that the State should grow powerful. There 
was a growth of individualism and an assertion of the rights of 
the individual against the State. The Calvinist countries of the 
north of Europe showed, it is true, a greater commercial capacity 
and zeal than the Catholic countries of the south and middle 
of the Continent, but ‘‘ the new course of world trade which 
sprang up in consequence of the discovery of America and more 
especially of the Cape passage to the East was a more potent cause 
of these national inequalities than religious differences.” ‘‘ The 
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spirit of individualism spread, mainly as an effect of trade 
developments. The rise of the spiritus capitalisticus is largely 
a matter of opportunity and of competition.” 

The fourth, fifth, and sixth chapters are occupied by a detailed 
examination of the views of Protestant and Catholic writers 
on the relations between their churches and capitalism. Briefly, 
both at first preached moderation and contentment, and both 
gradually came to make accommodations with the wealthy who 
were the source of their incomes. A good deal of evidence is 
adduced in support of the view that the Jesuits were the first 
to advance on the road to worldly wisdom. Much has been made 
of the fact that the industrialists and merchants of the eighteenth 
century were frequently, if not generally, dissenters, but that is 
easily explained by the old alliance between the Episcopal Church 
and the landed aristocracy; the new rich were regarded as 
upstarts and took refuge in a communion where they were not 
despised—a development which naturally modified the old 
ascetic doctrines. Not the least pleasing part of this section of 
the book is the very effective trouncing of Archdeacon Cunningham 
for his derivation of Scots success in business from Scots Calvinism. 

By his skilful and thorough application of the historical 
method Dr. Robertson has completely destroyed Weber’s 
** psychological ’’ explanation of economic development, and we 
can heartily concur with Professor Clapham in his preface, that 
the book “contains the first thorough historical discussion in 
English, and the best discussion that I know, of a dogma much 
debated, though sometimes uncritically received. . . . The book 
contributes to the philosophy of economic history and so is fit 
to stand at the head of this series ’»—the new series of ‘‘ Cambridge 
Studies in Economic History” published under the general 
editorship of Dr. Clapham with the aid of the fund bequeathed 
by Ellen Anne McArthur of Girton College, herself an historian 


of note. 
Henry W. Macrosty 


L’économie corporative fasciste en doctrine et en fait. Ses origines 
historiques et son évolution. By L. Rosrenstock-FRANCK. 
(J. Gamber: Paris: Libraire Universitaire. Pp. 429.) 


Tuis book is an imposing reply to such favourable accounts 
of Mussolinian economics as Einzig’s Economic Foundations of 
Fascism. Its method is to compare the appearance as revealed 
in Fascist propaganda, official pronouncements, and laws, with 
the reality discovered, by study on the spot of the Italian situa- 
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tion, to underlie and generally to contradict the appearance. 
The first 240 pages—“ L’Ordre Syndical ’—review the treatment 
of labour and trade union problems; the origin of Fascist syndical 
theory, its incorporation in the legislation of 1926-8, its impact 
on the workers, the success of the system of collective contracts 
and compulsory arbitration; unemployment, wages, and general 
social policy. The remaining 180 pages—‘“ L’Ordre Corporatif ”’ 
—examine other aspects of State intervention in agriculture, 
industry and banking, and the channels through which vital 
economic decisions are made. The composition, working and real 
influence of the “Corporative’’ Chamber and the National 
Council of the Corporations are scrutinised, debates selected for 
analysis. There is a final mention of some writers who have 
attempted to theorise, and even to build up a brand-new economic 
doctrine, round the Corporative State. 

With his painstaking and sustained research, M. Rosenstock- 
Franck has undoubtedly produced the best book on Corporative 
economics that we have. It is crammed with well-documented 
facts (which unfortunately lack an index), proving to the author’s 
saitsfaction the thesis that all this Fascist nonsense is just an old 
and rather soiled solution of politico-economic problems, dressed 
up to look new. “... Nous pourrions espérer tirer quelque 
enseignement pratique de l’expérience italienne; mais, mal- 
heureusement—et nous devons marquer ce fait avec force—il n’en 
est rien. Une fois de plus, tout glisse entre nos doigts et nous 
avons l’impression d’étre mélés 4 quelque vaste comédie; il nous 
faut insister parce que bon nombre d’excellents esprits ont cru, 
sur la foi de la Charte et des journaux de la Péninsule, que la 
notion de ‘ salaire minimum ’ triomphait en Italie, tout comme la 
réduction gouvernementale des prix de détail, les consortiums 
obligatoires, que sais-je encore. C’est tout a fait inexact” (p. 
135) ‘“... Les régimes de dictature s’ils n’inventent rien de 
nouveau en matiére économique, connaissent néanmoins, et 
pratiquent toutes les erreurs des régimes démocratiques ”’ (p. 
329). Can such unqualified condemnation be any more adequate 
than Einzig’s pean of praise? True, M. Rosenstock-Franck has 
a good word for one or two aspects of the land and social policy. 
But he frowns on the public works, criticises Fovel’s proposals to 
equalise incomes on the grounds that saving would fall off, hates 
the State to control rents, and cannot believe that it ever succeeded 
in reducing retail prices by decree, thus to accomplish “une 
sorte d’heureuse violation des lois économiques ” (p. 359). Per- 
haps, if he read the controversies in Commercio of 1930-32, and 
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the lists of tradesmen recently ejected from their premises for 
failing to adjust their prices to the official lists, he might grow 
in faith. Plainly, from the standpoint of his individualistic 
orthodoxy, he would have to condemn Mr. Baldwin for socialism. 
On p. 233 he cannot quite bring himself to credit the State with 
undoubted advances in social relief; individual initiatives must 
be responsible. 

One soon suspects that despite the wide cast of his net, M. 
Rosenstock-Franck has not failed to select the fish to suit his fare. 
He accepts the testimony of political exiles, “‘ interprets ” that of 
Fascists. But is not the former far more open to bias? Not 
that he credits all Fascists with chronic mendacity. Rather, 
they just cannot understand. We must wave aside their explana- 
tions with an indulgent smile. “‘ Comment ne pas sourire & ces 
cabrioles!”’ (p. 226). Why, in assessing the policy of public 
works, does he ignore secondary employment? What becomes 
of the unemployed not in receipt of the regular insurance relief ? 
he asks, not having noticed, apparently, the reports in the Cor- 
riere della Sera of the emergency grants which are always being 
made in the Duce’s name to depressed areas. His naive method 
of discrediting the public works (p. 221, note 1) and wages policy 
(p. 162) is by the familiar journalistic trick of juxtaposing French 
and Italian results over the same period without comment on the 
diversity of economic conditions in the two countries which would 
explain and justify the difference. Such dodges, useful for pro- 
paganda, might deceive the innocent, but alienate the student. 
A knowing air often serves to conceal superficiality—compare M. 
Rosenstock-Franck’s study of the collective contract for the iron 
and steel industry, with P. Corti’s in La Carta del Lavoro e i con- 
tratti collettivi. A less unsympathetic approach, more concern 
to explain than to debunk, might have told us why Socialism had 
to yield to autocracy in 1922, what political and economic neces- 
sities lie behind the policy of State intervention, why the Italians 
are still pegging away at their Corporations and after ten years 
of Fascism still over-subscribe public issues. However, granted 
M. Rosenstock-Franck’s unfortunate point of view, granted his 
inadequacies (within the actual framework of his selected facts, 
he misses much that would strike a professional economist; e.g. 
he does not remark that Fovel’s proposals on p. 406 rest on 
Marshall’s now-discredited theory of Consumers’ Surplus), 
granted the inaccuracies which are perhaps inherent in such diffi- 
cult and controversial subject-matter (e.g. official figures since 


revised ; their degree of trustworthiness, etc.), granted that nearly 
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all his conclusions could be, and often have been, disputed, 
he has undoubtedly produced a study of great interest and 
importance. 


Queen’s College, 
Oxford. 


K. WHITE 


A History of National Socialism. By Konrap HEIDEN. 
(Methuen. Pp. 370. 15s.) 


THE writing of contemporary history is a hazardous under- 
taking which, if it demands very special qualities in the writer, 
demands special indulgence from the critic. For an historian to 
attempt to tell the story of a political revolution in his own 
country, in the course of which every cause which he values has 
not only been vanquished but brutally trodden underfoot, his 
friends beaten and killed, and himself exiled, is to put the severest 
possible test upon his own powers of objective and impartial 
narration. It is this task which Konrad Heiden has set himself 
in this History of National Socialism, and in which he has, to a 
high degree, succeeded. 

As it appears in its English dress the book is a combined ver- 
sion of two books by the author which have appeared in German 
—Geschichte des National-Sozialismus and Geburt des dritten Reiches, 
and, in combining the two, much of the first of these two works, 
which deals with the earlier history of the Nazi Party, has been 
omitted, though almost the whole of the second work has been 
included. For those interested in the Nazi development the 
author’s earlier work in German, therefore, remains indispensable. 
Herr Heiden’s account of the whole movement is deeply interest- 
ing and astonishingly complete and accurate, in view of the rapid 
development which has taken place. He is, too, at least as objec- 
tive as any man of liberal mind so intimately affected by the 
events he describes could be expected to be. An enemy of the 
Nazi régime from deeply held principles, he nevertheless seeks to 
explain not only the reasons for its successful appeal to the 
German people, but also such merits as its inchoate doctrines 
possess. He is particularly skilful in his sketches of character, 
the portraits of Hitler and Goebbels being notable examples of 
insight. So, too, he presents with great skill the internal conflicts 
within the Nazi party and the complicated intrigues which occu- 
pied the period from the fall of Briining to that of Schleicher 
(May 1932—January 1933). That there is more to be known of 
that crucial period in German history goes without saying, but 
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that Herr Heiden’s interpretation is in the broad sense correct 
seems very probable. It is also extremely instructive, for 
it tends to correct the assumption widely made by Communist 
observers that Fascism is an “ inevitable ”’ stage in the decline of 
Capitalism, and an “ inevitable ” prelude to the coming of Com- 
munism. Herr Heiden is not obsessed by systematic inevita- 
bilities and the tenor of his pages is that nothing but the peculiar 
stupidity of a limited section of German great industrialists and 
landowners gave Hitler his opportunity. 

Herr Heiden does not devote much space to the general 
economic background of the Nazi movement, though he shows 
clearly enough how it affected the farming class in particular and 
the bourgeois in danger of proletarisation in general. He explains, 
however, the particular “interests ” which, in the winter of 1932-3, 
came to the rescue of the Party at the moment of its greatest 
financial weakness, when Gregor Strasser is said to have talked of 
*“twelve million voters and twelve millions of debt.’’ It was, 
Herr Heiden suggests, the “ bankruptcy-socialism ” of the heavy 
industries of the west and of the large landowners in the east— 
the policy which ‘“‘ regarded only the chance of gain as the sacred 
privilege of the private individual, while the risk of failure was 
tacitly handed over to the State ”’ (p. 203)—which saved the Nazi 
Party and prepared the path of Hitler to power. The underlying 
problem of the régime, certain to be intensified if the economic 
position of Germany continues to become worse, is that of how to 
reconcile this “‘ bankruptcy-socialism ” of the industrialists and 
landowners with the perfectly genuine, if hazy and emotional, 
socialism of large masses of the rank and file. 

The translation of the German version is accurate and easy, 
and the book itself will for long remain an absolute necessity for 
all students of German history since the Revolution of 1919. 

K. J. Passant 
Sidney Sussex College, 
Cambridge. 


Australia : an Economic Interpretation. By G. V. Portus, M.A., 
B.Litt. (Australia: Angus and Robertson, Ltd. 1933. 
Pp. 104. 3s. 6d.)—Australia’s Government Bank. By L. C. 
Jauncey, Ph.D. (Cranley and Day. 1933. Pp. 288. 
7s. 6d.)—The Economic Resources of Australia. By H. L. 
Harris, M.A., LL.B. (Australia: Angus and Robertson, 
Ltd. 1933. Pp. 125. 3s. 6d.)—Australia as Producer and 
Trader, 1920-1932. By Nanoy Winpvett, B.Sc. Econ. 
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(Oxford University Press. 1933. Pp. 320. 15s.)—The 
Peopling of Australia (Further Studies). (Melbourne Uni- 
versity Press. 1933. Pp. 327. 4s. 6d.)—The Australian 
Economy. Simple Economic Studies. By D. B. Coptanp, 
C.M.G., M.A., D.Sc., in collaboration with G. A. WELLER, 
B.Sc. Econ., B.Com. (Australia: Angus and Robertson, 
Ltd. 1933. Pp.171. 4s. 6d.) 


Tue gem of these six is the brilliant little book of Mr. Portus. 
He recounts the economic history of Australia from 1788, when 
“Captain Arthur Phillip arrived at Botany Bay with a company 
of about 1,000, of whom, roughly, 700 were convicts,” to the 
recent Lang episode, when the invasion of the autonomous rights 
of a State by the Commonwealth demonstrated that ‘‘ Australia 
is evolving from a federal to a unitary form of government.” 
Mr. Portus has a happy combination of gifts. He can choose 
just those events which were significant. He can illustrate, where 
needed, by statistics or an apt quotation. He can explain, in a 
few telling phrases, why an event happened and what its conse- 
quences were. And his English, lucid and witty, is a joy to read. 

Dr. Jauncey gives us a history of the Commonwealth Bank. 
His belief that “clearing is the main operation of central bank- 
ing” prevents him from grasping the significance of the Act of 
1924, which gave the Bank sole control of the note issue and 
compelled the other banks to keep balances with it, and he equally 
fails to realise the possible conflict between a stable sterling 
exchange rate and other aims, and the reasons why Professor 
Copland, for example, approves of the recent issues of Treasury 
Bills. The reader may be disturbed by such assertions as this : 
“‘ The ideal solution of the currency problem would be an inter- 
national currency issued by an international bank based upon the 
productive and commercial services of the world”; and he may 
be surprised to read of a run successfully resisted “‘ by putting on 
more tellers,”’ but he will find here fairly full information about 
the Bank, since it began in 1912 with nothing but an overdraft of 
£10,000 from the Commonwealth Treasury. The book is 
also adorned with cartoons and photographs, including a good 
photograph of Ralph G. Hawtrey, ‘“‘ British economist.” 

Mr. Harris has collected a number of facts about Australia and 
presents them in a brief compass. Serious students will continue 
to use official statistics and the writings of Griffith Taylor, but 
this little work may interest the general reader. 

Mrs. Windett also has collected facts, but facts not readily 
accessible. Her presentation of the influences affecting the pro- 
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duction and marketing of the main commodities produced in 
Australia, since the war, is a substantial contribution to knowledge. 

No fewer than sixteen persons have co-operated to produce 
The Peopling of Australia (Further Studies). Despite this division 
of labour, the subject yields diminishing returns. The most 
interesting paper is perhaps the detailed account of the post-war 
group settlement scheme in, Western Australia. The final result 
of this unfortunate attempt at economic planning was that after 
ten years and the expenditure of ten million pounds, 1,704 group 
settlement farms were established in the south-west of the State. 
Mr. Brigden (‘‘Secondary Industry in its Relation to Population 
Absorption ”’) becomes more difficult to follow than ever. He says 
that less than 400,000 persons, out of 2,650,000 breadwinners, are 
employed in “ basic’ export industries ; ‘ all other industries and 
services are secondary” (p. 108). ‘‘A diversion of production 
from basic industries reduces the original and basic income from 
which all secondary production is derived ” (p..124). _One would 
expect from this a conclusion that exports should be subsidised ; 
instead we are told that “there is nothing uneconomic in seeking 
to become more self-contained and in promoting local industries, 
provided—and always provided—that we do not impose excess 
costs on our marginal production beyond its capacity” (p. 131). 
One hopes this volume will help to kill the delusions about “ vast 
empty spaces ” in Australia waiting to be filled by migrants from 
Great Britain. 

The Australian Economy now appears in a third edition, 
enlarged and brought up to date with the aid of Mr. Weller. These 
*“‘ Simple Economic Studies” explain recent events in Australia, 
giving the relevant economic theory as a background. They 
contain little that is very controversial, although some may object 
to the bold statement that “a fall in the general level of wages is 
necessary if industry is to be restored, and this is the quickest 
and surest way of increasing spending power” (p. 109), while 
others may complain that the depression is not exhibited as an 
inevitable consequence of the preceding boom. It would be 
useful, in the next edition, to include a chapter on the Theory of 
International Trade. Among the writers here reviewed, Mr. 
Harris cannot understand the objections to the protected sugar 
monopoly (“ It cannot be shown that the industry is inefficient ’’), 
Mr. Phillips in his Introduction to The Peopling of Australia seems 
unaware of the part played by the uneven distribution of different 
factors (on p. 19 he suggests that differences in comparative costs 
result mainly from differences in ‘technical skill and knowledge’’), 
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and even Mrs. Windett conveys the impression that to show that 


a tariff raises prices is to show that it is harmful. 
F. BENHAM 


The Monetary Problems of India. By L. C. Jar, Reader in 
Economics in the University of the Punjab. (London: 
Macmillan. 1933. Pp. x + 222. 10s. 6d.) 


Many books have been written on Indian currency, banking 
and finance during the past fifteen years; but Mr. Jain’s new 
book is by no means superfluous. He is already well known for 
his book Indigenous Banking in India (1929), which created a 
very favourable impression on economists acquainted with Indian 
banking. It was the result of extensive personal inquiries 
amongst native bankers, and contained much information not 
previously accessible to English readers That book was pub- 
lished just before the Central Banking Inquiry Committee, 
appointed by the Government of India, began its elaborate 
inquiry into present and future banking facilities. The Central 
Committee based its report mainly on the voluminous reports 
and evidence of ten provincial banking inquiry committees, 
which were set up to conduct inquiries on uniform lines in each 
of the provinces with the assistance of local banking and trade 
associations, and on the information supplied by similar inquiry 
committees in nineteen Indian states. The inquiry lasted more 
than two years; and Mr. Jain was himself Secretary of the 
United Provinces Committee. The task which the author set 
himself in writing the present book was, therefore, essentially 
different from that of his earlier work. With the numerous 
reports of the Committees and some twenty volumes of evidence, 
further direct inquiry into facts was less urgent than an analysis 
of the immense mass of material made available. The Monetary 
Problems of India, however, is not merely a summary of the 
recent Banking Inquiry and the reports of the numerous pre- 
ceding royal commissions and committees: it contains a con- 
nected account of the development of the Indian currency, 
banking and the money market, and a description of the effects 
in India of the British currency crisis of September 1931, and 
the subsequent course of the depression of trade. 

The book is a comprehensive review of the money market, 
using the term in its widest sense to embrace the whole financial 
machinery, including currency management, the stock exchange, 
and company promotion. The first two chapters are devoted to 
a survey of the history of the Indian currency system from 1816 
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to 1931, and are a model of lucidity and judicious selection, with 
ample references to original authorities. There follow three 
chapters on the Money Market, covering respectively indigenous 
bankers, loan offices, co-operative credit societies and state loans 
to agriculturists; joint stock and exchange banks and the 
Imperial Bank; the Post Office, Government borrowing, and the 
Stock Exchanges. Chapter VI describes the Banking Inquiry 
and discusses the nature of the problems involved in the exten- 
sion and better organisation of banking in India, and various 
suggested solutions; whilst the last chapter, “The Future Out- 
look,”’ is a wider discussion of the problems of banking, currency 
and the money market. 

Here and there the author has imposed on himself limitations 
of space which the reader may well resent. For instance, on 
p. 150 the low prices of Government securities prevailing in recent 
years, some issues being practically unsaleable, are stated to be 
*‘ obviously the result of increasingly high rates at which State 
loans were floated, the maintenance of a high bank rate .. .” 
and several more causes, said themselves to be due to other 
causes, which are not even specified. Here was an opportunity 
for some important original investigation. If that was outside 
the scope of the book, some support at least should have been 
quoted for the opinions expressed, as they are certainly con- 
troversial. The book does not invite criticism, however; for it 
is an admirable survey of Indian currency, banking and finance, 
which no student of Indian economic conditions can fail to find 
useful. Moreover, it is written in an attractive style and is a 
model of clear and concise English. On this ground Mr. Jain 
ranks high amongst Indian writers of English, as he does for 


subject-matter amongst Indian economists. 
H. 8. Jevons 


India’s Foreign Trade since 1870. By Partmatu Ray, M.A., 
Ph.D.; with a Foreword by Sm Jostanu Stamp, G.B.E. 
(London: Routledge. 1934. Pp. xviii + 300. 12s. 6d.) 


AN economic study of Indian foreign trade, carried through 
in a scientific spirit, has long been wanted, for existing books are 
either purely descriptive or biassed by political animus against 
Britain, or by the author’s anxiety for the prosperity of Indian 
industries. Dr. Parimal Ray chose this subject for research at 
the London School of Economics, and revised his thesis to form 
the present book. He had the advice and assistance of Pro- 
fessor Sargent, Dr. Vera Anstey and Dr. Gilbert Slater; and the 
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result is a careful study of the growth and changes of the foreign 
trade of India during the past six decades, with a postscript on 
the effects of the currency crisis of 1931. The growing volume 
and altered composition of imports and exports are correlated 
_ with the internal economic development of the country, the 
improvement of ocean transport, and the vicissitudes of the 
currency. 

The book is divided into three parts: the first showing that 
foreign commerce entered on a new development in magnitude 
and kind from about 1870; the second containing an analysis of 
the development of trade, showing that it falls into five well- 
defined periods, beginning respectively in 1870, 1900, 1914, 1919 
and 1923; and the third discussing in four chapters the 
effects of currency changes on trade. 

The historic commerce of India was the export of silk and 
fine cotton piece goods, spices, oils, and Oriental luxury goods. 
The drain of specie from Europe needed to pay for a large part of 
these goods led to the East India Company adopting measures 
to make a market for English textile goods in India; but 
European goods were little in demand beyond the port towns 
till after 1860. From 1870 on, however, the development of 
the railway net in India, the opening of the Suez Canal, the 
extension of canal irrigation, and the reduced prices of European 
goods led to the arrival of ever-increasing quantities. Machinery 
too was coming more freely to India for its jute and cotton mills 
and miscellaneous factories. In exports luxury goods declined 
in relative importance with the growing demand for Indian 
wheat and rice and for cotton and many other raw materials. 
Indian manufactures, especially jute cloth and cotton yarn, also 
became important exports. German and other Continental 
goods were ousting British products during the period 1900-1914; 
but since the War these have given way to Japanese, and later 
also to Chinese goods. 

The third part of the book shows that on the whole the great 
fall of the price of silver and the later fluctuations of the exchange 
had less effect on trade than is generally supposed, and that the 
common belief in India that the country’s trade is at the mercy 
of British exchange policy is a misconception. The author is 
fully competent in marshalling his evidence, and has drawn 
freely for recent periods on reports of the Indian Tariff Board, 
and on statistics of production in competing countries. He deals 
with numerous problems in the economic adjustments to chang- 
ing price and wage levels, exchange rates and tariff policy; and 
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with conclusions which appear generally to be sound, or at least 
to be reasonable hypotheses. 

This survey of Indian foreign trade does not profess to be 
exhaustive. The author hopes to follow it up with a companion 
volume which will attempt to fill in the picture with “a fair 
amount of detail.” If this excuses some obvious omissions, it 
does not justify failure to mention the overland foreign trade 
and to indicate the special part played by Burma in that growth 
of foreign trade since 1870 which he is analysing. From this book 
the reader might imagine that India has no foreign trade with 
the neighbouring countries of Asia. It would almost seem as if 
the author had not noticed that the official reports from which 
he quotes statistics relate to the ‘‘ Sea-borne Trade of India.” 
The overland trade is of quite different character and compara- 
tively small in value; but it should have had a few pages. There 
is no mention either of the special ‘‘ Annual Statement of Sea- 
borne Trade and Navigation of Burma” which is published by 
the Government of Burma, containing a detailed account of the 
trade of Burma with India and foreign countries. Much of the 
growth of demand for European goods in the period covered 
by the author arose in Burma rather than India; so also the 
great increase in the export of rice. Geographical and racial 
differences are completely obscured by merely using grand totals 
for the Indian Empire. It is to be hoped that these and similar 
defects will be remedied in the promised companion volume. 

H. 8. JEvons 


Indian Labour in Rangoon. By E. J. L. AnpRew, Assistant 
Protector of Immigrants and Emigrants (retd.) ; introduction 
by Proressor H. S. Jevons. (Oxford University Press. 
5} x 83; pp. xxxv + 300; graphs and map. 10s. 6d. net.) 


Burma, though part of the Indian administration, does little 
for the Indian labour on which she depends, whereas Ceylon and 
Malaya do much. Probably it plays a smaller part in her total 
economy than in theirs, so that she has not been driven to face 
the issues; nor is pressure brought to bear from India, because 
the labourers belong to the most abject classes. Nearly one 
million of her 15 million people are Indians, but even the humbler 
of these are, like Burmans, in comparatively permanent employ, 
and during the dry half of the year, into which operations im- 
possible during the rains are concentrated, the labour force has 
to be supplemented from outside. Hence 300,000 seasonal 
immigrants come from India every year, and their arrival renders 
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Rangoon the greatest immigrant port in the world, outstripping 
New York in the last decade or two. 

The system has been growing since the ’sixties, but not till 
1919 did the Government of Burma appoint a Protector of 
Immigrants, a pluralist high official whose actual work devolved 
on the author. He had no staff but he formed a centre for 
observation, and this book is the result. Hitherto the subject 
has been without a literature, and the author writes in his private 
capacity, but he writes under official encouragement and _ his 
appendices include not only the Report of the Rangoon Riots 
Inquiry Committee, but also statistics (immigration, mortality, 
diet, prices, family budgets and indebtedness) compiled with the 
aid of the departments concerned. 

Two-thirds of the 300,000 seasonal immigrants remain in 
Rangoon, a city of barely 400,000, which they overflow, sleeping 
literally in the roadway, so that in many a side-street traffic is 
impossible; but this is preferable to the conditions they create 
in overcrowded tenements, to the despair of sanitary authorities ; 
only 6 per cent. are women, and the sex problem is acute. They 
are imported by coolie bosses, men of their own race; they 
arrive in debt to the coolie boss, and when they leave six months 
later they are still in his debt. The employer, especially the 
European employer, pays good wages, but they seldom reach the 
labourer, the coolie boss retaining anything up to 50 per cent. 
and the pay-roll sometimes including names which exist only on 
paper. The labourers themselves are the chief obstacle ; illiterate, 
improvident, unorganised, they are unable to imagine any other 
conditions, nor do they respond to treatment. Yet lack of 
supervision can have sensational consequences—in May 1930, 
Burmans, hitherto scornful of such tasks, were introduced to 
break a strike among Indian dock labourers, and when the 
strike was broken they were thrown aside; there was nobody 
responsible for keeping in touch with the situation; the Burmans 
proceeded to kill 110 starveling Indians and wound 800 more, 
some of them women and children. 

Great employers have made a beginning, the Rangoon Port 
Commission dealing direct with its labour, the Burma Oil Com- 
pany instituting welfare organisations. But some general scheme 
is needed, and the author points to Ceylon and Malaya, where 
employers have eliminated intermediaries. Thus, under the 
Malaya system, licensed recruiters (ex-labourers of good character) 
carry printed official information to the labourer’s home village 
in India, explain it in the presence of his literate caste-leaders, 
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and arrange for his free passage; and many other benefits 
proved to be practicable as the system developed. The system 
pays for itself, from the difference between what the employer 
would otherwise pay and the labourer actually receive, the 
difference which would go to intermediaries. 

The White Paper proposes to separate Burma from India and 
transfer further power to Burman politicians, some of whom take 
economic progress for granted but desire to expel the Indian on 
whom it so largely depends. The proposed safeguards will pre- 
vent this. But the sentiment might be used to facilitate measures 
which, while restricting the quantity of Indian immigration, 


would improve its quality. 
G. E. Harvey 


The Foundations of Agricultural Economics. 2nd Edition. By 
J. A. Venn, Litt.D. (Cambridge University Press. 1933. 
Pp. xvii + 567. 25s.) : 


Tue first Edition of Dr. Venn’s book was reviewed in this 
JOURNAL by Mr. Orwin in June 1924. Since that time it has 
become so well known to all students of economics that a further 
introduction is unnecessary. The new edition contains, however, 
a considerable body of new material. Seven chapters have 
been added and a large part of the existing matter has been 
rewritten. 

A new first chapter deals with the relationship of economic 
theory to agricultural practice. To cover in twenty-seven pages 
the application of an immense body of theoretical thought to a 
field that embraces fully one-half of all human activity is a task 
that might deter the bravest. Inevitably Dr. Venn’s survey is 
at many points superficial and elementary. He is concerned 
chiefly with the truths of the Law of Diminishing Returns as 
applied to agricultural enterprise. An economist would probably 
wish that Dr. Venn had been able to be rather more precise in his 
statements of the Law. He envisages it in two aspects, that of 
diminishing returns in profits and that of diminishing returns in 
yields, and it is by no means easy to discover at any point which 
of these two aspects (the second familiar, the first unfamiliar) 
he has in mind. Nor is it always clear whether he is thinking of 
an increased use of all resources (including land), or of an increased 
application of other resources to a limited area of land. The 
first problem becomes the problem of the optimum holding, the 
second the problem of Diminishing Returns as usually stated 
by theoretical economists. 
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It is perhaps to be regretted that Dr. Venn has devoted so 
much space to this somewhat arid discussion and thus felt himself 
precluded from a more detailed study of some of the more interest- 
ing fields in which economic theory has recently been concerned 
with the problems of agriculture. The statistical investigations 
of Professor Schultz, Miss Cohen and others into elasticities of 
demand for agricultural products receive rather less detailed 
consideration than they deserve, and the wider problem of the 
relation of the stabilisation of individual agricultural prices to 
the stabilisation of all prices, and of production generally, receives 
no mention, important and debatable though it is. But Dr. Venn 
must not be blamed for failing to achieve in brief space the 
unachievable. 

The other substantial additions to the book are to be found 
in a chapter on crop estimating and forecasting (which is in large 
part reproduced from articles which have appeared in this 
JOURNAL), and in three new chapters, constituting Part IT of the 
book, which give an account of British Agriculture during and 
after the Great War. Two of these three chapters are concerned 
with the emergency problems of war-time, with the attempts to 
meet shortages by bringing additional land under the plough and 
the effects of this on average yields, and with the methods of 
price control made necessary by temporary scarcities. In the 
last chapter Dr. Venn brings his narrative down to the sugar-beet 
subsidy and the Ottawa agreements. The new edition was 
completed early in 1933 and the full story of the Elliot agricultural 
policy falls outside its horizon. One could wish that Dr. Venn 
had postponed by a year his revision so that one might have 
enjoyed his comments on some of these more recent events. 

E. A. G. R. 


The Agricultural Register, 1933-4. (The Agricultural Economics 
Research Institute, Oxford. 1934. Pp. vii + 229. 3s. 6d. 
(post free 4s.).) 


Tus is exactly the book that the ordinary reader wants, in 
order that he may discover the main outlines of the very complex 
recent developments in agricultural policy. Prepared by the 
research staff of the Institute under the directorship of Mr. 
Orwin, it gives an admirably objective account of the various 
items in the new policy. A brief introductory section of ten pages 
sets out the principles of the policy, and in the second section 
we proceed immediately to the particular. This section deals 
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with legislation as it affects agriculture. The Agricultural 
Marketing Acts and the various bodies created under the Acts 
are described in some detail. A complete list is given of the 
various statutory rules and orders made hitherto under the Acts. 
In similar detail the rules and orders for agricultural products 
made under the Import Duties Act of 1932 and the Ottawa 
Agreements Act of the same year are set out. Other Acts and 
Agreements are all in turn briefly summarised. 

A third section deals with Administrative Action. The 
purposes and functions of the various Reorganisation Commissions 
and Marketing Boards are considered, and the different schemes 
and the prices fixed under them are fully described. A fourth 
section is concerned with Prices and Supplies, first in general and 
then for particular commodities. The main sources of supply 
of each commodity are given, and the effects of Ottawa and other 
trade agreements and of duties or quotas are briefly indicated. 

Three final sections are entitled respectively Agricultural 
Statistics, Employment, and Miscellanea. The last section 
contains an exceptionally clear and unbiassed account of the 
tithe problem, including, as everywhere else in the book, precisely 
the statistical information that an intelligent reader would ask. 

This little book admirably fulfils the objects of its producers 
“to form a book of reference for those interested, whether 
agriculturists, students of economic and social policy, or those 
who will have to foot the bill.” Mr. Orwin has promised in a fore- 
word that, if it proves that it fills a want, it shall become an 
annual. It is to be hoped, therefore, that we may look forward 
to its regular appearance. With this intention Mr. Orwin has 
invited suggestions from readers for extending its usefulness. 
Would it be too much to ask that he should give us a little more 
help in calculating the bill which we shall be asked to pay for the 
new agricultural policy ? 

KE. A. G. R. 
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NOTES AND MEMORANDA 


ADAM SMITH AND THE GLASGOW MERCHANTS 


QuiTE recently there have been found the three pamphlets, 
mentioned below, which afford further light on this subject, and 
which may be of interest to students of Adam Smith. In Rae’s 
Life of Adam Smith (pp. 60, 61) it is recorded that Dugald 
Stewart quoted a Glasgow merchant—James Ritchie—as having 
said that Adam Smith, during his professorship in Glasgow, ‘‘ had 
made many of the leading men of the place convinced proselytes 
of free trade principles,” and Sir James Steuart agrees with this 
for the period following 1763. As to the leading merchants of 
the time in Glasgow, the late Dr. David Murray has described 
the Club formed there for the discussion of matters relating to 
trade and which was founded prior to 1743.1 Adam Smith became 
a member on his coming to Glasgow in 1751. Murray indicates 
which of the leading business men were known to be members, 
and which probably belonged to this Club. The tracts, which 
are detailed below, and which consist of Reports of the Glasgow 
Chamber of Commerce, show that in the interval between the 
date at which Sir James Steuart wrote and 1787 Adam Smith’s 
influence on the merchants of Glasgow had not only been main- 
tained, but had increased. 

The Glasgow Chamber of Commerce and Manufactures was 
founded in 1783, being the first of existing Chambers to have 
been established. It is known to have been very active in its 
early years, but until recently there was no record of any pub- 
lications by it at the beginning of its history. Lately three early 
Reports have been discovered and have been presented to the 
Chamber, where they will be available in its Library. 

These are :— 


(1) Report of a Committee of Directors of the Chamber of 
Commerce and Manufactures of Glasgow relative to the pro- 
posed alteration of the Corn-Law and Resolutions of a General 
Meeting of the Chamber thereupon. With an Appendix, con- 
taining the Minutes of the Landed Proprietors? which gave 


1 D. Murray, Early Burgh Organisation in Scotland, Vol. I, pp. 446-459. 
2 These were the Landed Proprietors of Scotland. Their meeting was held 
at Edinburgh, 4th August, 1786. 
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occasion to the present Alarm. Published by order of the 
Chamber. Glasgow, 1787. 

(2) Third Report of a Committee of the Chamber of Com- 
merce and Manufactures in Glasgow, relative to the Corn- 
Laws. Glasgow, 1790. 

(3) Report of the Committee of the Directors of the Chamber 
of Commerce and Manufactures of Glasgow on the Bill brought 
into the House of Commons for regulating the Importation and 
Exportation of Corn. Glasgow, 1790. 


It would seem that the order of the last two items is inverted, 
but this is not so, as is shown by the following particulars, 
extracted from the minutes by Mr. Cameron, the Secretary. 
The Report of 1787, (1) above, was approved on January 2, 1787. 
It was ordered to be printed, and the five hundred copies were 
to be distributed to members of the Chamber, members of Par- 
liament and other gentlemen concerned. Another Report was 
prepared in 1790. That of 1787 was treated as the first report, 
and this was called the Second. It was approved on March 15, 
1790, and ordered to be printed.1_ No copy, as yet, has been 
noted. Then came the Third Report, (2) above, approved and 
ordered to be printed on April 9, 1790. The other Report of 
1790, (3) above, was approved on November 2, 1790. 

The Report of 1787 is the most interesting in several ways. 
As to its provenance—it comes from the Earl of Home’s Library, 
and quite possibly it has survived, not for its own sake, but 
through being bound with two other tracts—one being Certain 
Observations on a military inquiry. Evidently the bound volume 
was thought to be of considerable interest at one period, for it 
is marked “‘Ld. H.’s Room.” The date, too, indicates a certain 
fitness of things. The Directors of the Chamber of Commerce 
at Glasgow approved the Report of their Committee on January 
2, 1787. It was in April of the same year that Adam Smith 
went to London, where he received the tribute from Pitt at 
Dundas’s house which has been recorded by Kay.?. Thus, while 
Adam Smith’s fame was being notably recognised in London, it 
was being confirmed amongst the Glasgow merchants by whom, 
it is related, his economic views had been first accepted. 


1 There is a MS. note on the paper cover of the Third Report ‘‘ 2nd in Mr. 
Colquhoun’s—1 May, 1790,’’ which may mean that the original owner of this 
copy had left the Second Report with Mr. Colquhoun. The latter in all prob- 
ability was Patrick Colquhoun, who, besides having been a Lord Provost of 
Glasgow and the founder of the Chamber of Commerce there, was author of 
A Treatise on the Population, Wealth, Power and Resources of the British Empire 
and many other books. In 1790 he had removed from Glasgow to London. 

2 Rae, Life of Adam Smith, p. 405. 
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The earliest of these Reporis is concerned with principles : 
the later ones (which survive) with their applications. Like the 
corresponding part of The Wealth of Nations, this Report begins 
with a historical introduction. It is remarkable for its emphasis 
on Free Trade and, still more, therein going beyond Adam Smith 
himself, in the conviction that these principles would be adopted 
at a date which would not be remote. “ Till that happy period 
shall arrive when the landed as well as the commercial men of 
the nation shall see their true interest in permitting the free 
importation and exportation of corn at all times,” + etc. Again, 
the Directors pledged themselves, “if a free importation and 
exportation of corn, at all times, cannot yet be obtained,”’ to use 
all lawful means to oppose the alterations proposed and others of 
the same oppressive tendency.2 They lay down the following 
principles, which they claim, in spite of the diversity of expres- 
sion, represent the meaning of resolutions passed by the magis- 
trates and council of Glasgow, the Merchants House, the Trades 
House, the Master Manufacturers, the Incorporations and many 
other societies of Glasgow, the Magistrates and Council, the 
Master Manufacturers, the corporations and societies of Paisley, 
the Magistrates and Council and societies of Greenock, of Port 
Glasgow, of Saltcoats, of Hamilton, of Kilmarnock, the manu- 
facturers of Anderston and many others that 


“a free importation and exportation of grain and meal 
are the surest means of encouraging manufactures and 
promoting the prosperity and power of the nation.” 

“These important ends have been retarded by the 
operation of the Corn-Laws restraining importation and by 
bounties encouraging exportation of grain from a country 
which cannot supply its own inhabitants.” ® 


These principles are stated, and to some extent applied as 
against the landed proprietors in the Report of 1787. The others 
are concerned with matters of detail. They are of importance 
in relation to the administration of the Corn Laws, and give 
some interesting glimpses of the state of agriculture in Scotland 
at the time. 

W. R. Scorr 


1 Report, 1787, p. 15. 2 Ibid., p. 28. 8 Ibid., p. 14. 
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REFLECTIONS ON THE CONSEQUENCES OF THE STABILISATION 
OF THE FRANC ON FRENCH FOREIGN TRADE 


Ir has been contended by Mr. Hawtrey! that the French 
stabilisation brought unexpected consequences, quite contrary 
to classical economics, that is to say, an increase of exports and 
a decrease of imports. P 

But the truth of this is a matter for discussion. If values 
are considered, they must be values in a stable money. The 
only way of getting that result, though a rough one, is to 
multiply monthly figures in fluctuating francs by an appropriate 
coefficient, calculated according to the average value of the 
dollar during the month. If that is done, it appears that, taking 
1925 as 100, imports fell, as one would have expected, in 1926, 
and then increased, first slowly, and quickly from 1928 onwards. 
The values of exports follow also the expected course from 1927 
onwards, but seem to favour Mr. Hawtrey’s thesis in 1927. That 
might, however, be an illusion. If, between 1925 and 1926, 
internal prices failed to increase as much as the gold value of 
the franc decreased (and it is a fact that they did so), the figure 
of 88-8 in 1926 is not at all reliable, and the whole movement 
1925 to 1927 ought to be studied in another way. 

Hence changes in prices ought to be considered. If that is 
done, Mr. Hawtrey seems, at first, to be right. The Statistique 
Générale de la France has established an index number of 
“activité des échanges indépendamment de la variation des 
prix.” That index, for exports, rises in 1927 and 1928, and then 
falls; for imports, it falls in 1927, and then rises. The Statistique 
Générale de la France contends that this is a normal course, 
arguing that, when a crisis appears in a certain country surrounded 
by a prosperous world, it always brings an increase in exports 
and a decrease in imports. But the French crisis was not an 
ordinary one, with falling prices; on the contrary, internal prices 
were rising, and, on the other hand, the world was not so pros- 
perous, being just in the midst of a mild depression of a short 
cycle. Moreover, it looks extraordinary that the index for 
imports should have fallen, when the gold values of imports had 
increased and the world prices of those imports had decreased. 
It might be asked whether that index, established in a rather 
complicated way, is not affected by hidden causes of error. If, 
in a very rough way, the total value of imports be divided by 

1 R. G. Hawtrey, The Art of Central Banking, Chapter I, p. 18, 1. 1, ‘“‘ People 


spent less on importable and exportable goods . . .” 
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an index number of world wholesale prices, a contrary result is 
obtained. It is well known that such a quotient is no precise 
measure of “‘ volume,” but its indication might be worth atten- 
tion, especially if it gives logical results. 

If we try to work such an index number for exports and 
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1925 1926 1927 1928 1929 


(1) world trade (L. of N.) 
(2) Volume of imports (see article) 
(3) exports éé } French Trade. 


imports, everything looks much more usual. The only dis- 
crepancy is an increase in the volume of imports in 1926, but 
some conservative buying of materials, keeping their gold values, 
might well have been done at that time. 

I naturally do not contend that these reflections are not a 
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little arbitrary, only that their truth deserves to be considered. 
A careful study of detailed imports and exports in 1926 and 1927 
could decide which way the truth is to be found. At a first 
view it seems that it is on Mr. Hawtrey’s line, tonnage having 
heavily varied in the direction favourable to his thesis, but it 
also appears that the exports of “ articles de luxe” fell heavily 
and very fast, and perhaps that might change the picture enough 
to make our thesis prevail. Anyway, there is here matter for 
discussion. 

That is still clearer if the French international trade is not 
taken by itself, but compared with world trade. The quantum 
of World trade as given by the League of Nations, plotted on 
a chart with our index of the volume of French exports and 
imports, shows that French exports since 1926 have been largely 
decreasing relatively to the development of world trade, and that 
imports, on the contrary, have increased more than the total 
world trade. The only discrepancy is the already examined case 
of increased imports in 1926. 


Indices of French and World Trade. 


(1925 = 100.) 
1925. | 1926. | 1927.1 | 1928. | 1929. 
Value. — 95 101 104 106-5 
Quantum 100 103 112 115 121 
French trade : 
Value {imports . .| 100 94 100 101-5 | 110-9 
Exports | 100 88-8 | 99 93 207 
ports . .| 100 95-5 | 104 104 
Tonnage Exports «| 100 107 125 135 131 
- ports .| 1062 | 111 109 116 133 
1242 | 134 | 146 | 148 | 146 
Volume{ 106 114 119 143 
Exports . .| 100 104 103 102 97 


French Foreign Trade. 


1925. 1926. | 1927.1 | 1928. 1929. 

Values in mais 1928 : 

Imports : . | 52-631 | 49-321 | 52-983 | 53-426 | 58-284 

Exports . | 55-186 | 49-021 | 54-640 | 51-375 | 50-071 
Tonnes! in metric tons : 

Imports (monthly average) . 3-953 3-783 4-103 4-112 4-955 

Exports (monthly average) . 2-532 2-713 3-167 3-427 3-326 
Volume of trade : 

Imports. : é . | 32-440 | 34-435 | 36-910 | 38-689 | 46-482 

Exports. 2 ; . | 39-141 | 40-595 | 40-288 | 39-894 | 37-836 


1 Stabilisation ‘‘ de facto ’’ of franc. 2 1913 = 100. 
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Hence, if French trade statistics are taken as reliable, it is 
possible to bring out of them, without introducing causes of error 
by intricated calculations, though perhaps introducing some in- 
accuracy by too rough a method, a confirmation of old economic 
theory. Is that simple method reliable? And, in case of doubt, 
does the fact that it gives logical results add a sufficient weight, 
the probability to its reliability? That is only a matter of 
opinion. 

A. SCHWOB 
Institut Scientifique de Recherches 
Economiques et Sociales. 


Tue New CentraL BANK LEGISLATION IN CANADA 


In keeping with the majority recommendation of the Royal 
Commission appointed to investigate the problem, the Canadian 
Government, on February 22, introduced into the House of 
Commons a Bill to establish a central bank. In general, the 
Bill followed the ‘‘ Suggestions” in the appendix to the Com- 
mission’s Report. ‘The main provisions of the Bill may be set 
out briefly : 


1. The bank is to be privately owned, and the share- 
holders elect all the directors, who appoint the managing 
officers, subject to Government approval. The first set of 
directors and officers, however, are to be appointed by the 
Government. 

2. The bank is to keep a minimum reserve of 25 per cent. 
in gold (the Report had gold and foreign exchange), but may 
hold foreign exchange, etc., in addition. 

3. The Government’s note issue is to be taken over by the 
bank, and any deficiency between the note-issue taken over 
and the assets against it is to be made up by the Govern- 
ment with three per cent. bonds having maturities up to 
five years. 

4. The bank is to hold the Government’s balance and 
manage the public debt; it may act as banker for the 
provinces. 

5. The commercial banks are to hold with the central 
bank a minimum reserve deposit equal to at least five per 
cent. of their total deposits in Canada. 

6. The central bank is to have the right of note issue, and 
beginning in 1936 the note issue of the chartered banks is 
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to be gradually retired until by 1946 there will remain a 
note issue equal to 25 per cent. of their paid-up capital. 
No provision is made for the extinction of this residue. 

7. The commercial banks’ gold holdings are to be taken 
over at the statutory price, thus giving to the central bank 
any potential profit, which must, however, if realised be 
turned over to the Government. Provision is made for 
allowing the banks an adjustment on any ae held speci- 
fically against foreign business. 

8. All existing borrowings (rediscounts) under the Finance 
Act are to be paid off the day the bank begins business. 

9. Weekly returns of the conditions of the bank are to be 
made public. 


The Bill was sent to the House Committee on Banking and 
Commerce on March 9. 

The Bank Act—that is, the general statute under which the 
commercial banks operate—was also before the Committee, and 
received more of the Committee’s time, owing to an investigation 
which it undertook into some phases of commercial banking 
practice in recent years. The Committee started on the Central 
Bank Bill about the middle of May, and finished with it on June 4. 
No witnesses were heard, other than bankers on certain points, 
particularly the price to be paid for the commercial banks’ gold. 

The changes made in the Bill in the committee were not 
numerous or in most cases significant. ‘The main changes were as 
follows : 


1. The Department of Finance was given the task of 
initiating the bank, and its officers are to act as directors 
until the shareholders have an election. This change 
relieves the Ministry from appointing the initial directors. 

2. The Deputy Minister of Finance is made an ex-officio 
member of the Board of Directors, thus adopting one of 
the least desirable aspects of the U.S. Federal Reserve Act. 

3. The reserve of the commercial banks may be in the form 
of a deposit with the central bank or in central bank 
notes—a change of considerable importance to the banks. 


The bill received assent, and is now in force. 

The Opposition—Liberals, farmers, and Labour—objected 
strenuously to private ownership and control, and many 
amendments were moved in the House and in Committee to have 
the Government appoint the directors—all or some—but all 
such amendments were voted down. Amendments to give the 
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central bank some control over the amount of commercial banks’ 
reserves with it were also rejected. In general, the Government 
adhered to the general lines of its original Bill. 

It is somewhat surprising, in view of the general trend, that 
private ownership and control of the bank was maintained so 
firmly by the Government, but in view of the strenuous objection 
of the Opposition it is possible that this matter is not yet finally 
settled. The Government is now concerned with getting the 
machinery in operation and with selecting the personnel. It is 
generally regarded as probable that one of the managing officers, 
for a while at least, will be from outside Canada. However, the 
bill has aroused nationalistic sentiment—one amendment was 
moved to have only Canadian residents as officers—and the 
tenure of such an appointee will doubtless be no longer than is 
strictly necessary. The bank should be ready to begin operations 


early in the new year. 
C. A. Curtis 


Queen’s University, Kingston. 


THE BANK FOR INTERNATIONAL SETTLEMENTS 
Fourth Annual Report (1933-34), Basle, 1934 


Tuis Report, which covers much interesting ground, is 
now the leading authority for certain statistics, not easily 
obtainable, relating to gold and exchanges. It is particularly 
useful because it goes beyond the published statistics and ventures 
on certain estimates and opinions which can only be based on in- 
formation not generally available. Whilst the Central Banks on 
the Board of the B.I.S. cannot be presumed to take any responsi- 
bility for the facts and estimates in the Report, it is reasonable to 
suppose that the Report will not contain any statement which the 
representatives of the Central Banks know to be wide of the mark. 

The following pieces of information may be picked out from this 
year’s volume as being of special interest. All the quantities are 
given in millions of Swiss gold francs, and the reader may be 
reminded for convenience of calculation that at the present time 
there are approximately 154 Swiss gold francs to the £ sterling. 

The gold production of 1933 is estimated at 2,648 million 
Swiss francs, the gold from India and China at 814 millions and 
the absorption of gold by the arts at 120 millions, leaving a total 
of 3,342 millions, or, after making certain adjustments, at least 


1934] THE BANK FOR INTERNATIONAL SETTLEMENTS 515 


3,240 million Swiss francs of new gold available during the year 
for currency reserves and hoards. The gold reserves of U.S.A. 
fell by 172 millions, whilst those of 49 other countries increased 
by 400 millions, leaving a net increase of 228 millions in the gold 
holdings of Central Banks and Governments. This indicates 
that an aggregate of a little more than 3,000 million Swiss francs, 
or (say) £200,000,000, was added to hoards during the year. 
The Report points out that this does not take account of any in- 
creased gold holding of the British Exchange Equalisation Account, 
but it implies that the picture would be left substantially un- 
affected if allowance were made for this factor. The disap- 
pearance of gold to the value of 3,000 million Swiss francs into 
hoards during 1933 compares with an estimate of 500 millions for 
1932. Asa result of various inquiries the B.I.S. conclude that at 
the beginning of 1934 the aggregate of gold in private hands 
amounted to at least 7,000 million Swiss francs, or more than 2} 
times the value of the current annual gold production. It ap- 
pears that a considerable proportion of this sum was held in 
England by foreigners. The following interesting passage is 
worth quoting in full : 


“During the 15 months’ period up to the end of March 1934 the net 
imports of gold to Great Britain were, according to customs statistics, equal 
to about 4,500 million Swiss francs, while the increase in the holdings of the 
Bank of England was only about 1,750 million Swiss francs; the difference 
may to some minor extent represent an increase in the holdings of the 
Exchange Equalisation Account, but by far the larger portion appears to 
have gone into private hoards. Indeed, out of 7,000 million Swiss francs, 
at which the total amount of gold hoarded has been estimated, it would 
appear that perhaps one-third was held in England by persons who, as a 
rule, were non-residents.” 


In the event of a substantial proportion of this gold coming 
out of hoards, one wonders where so great a quantity would find 
a home. Apart from sales of gold by the East and possible 
reductions in European hoards, the annual output of gold has risen 
steadily from 1,905 million Swiss francs in 1923 to 2,648 million in 
1933. There is to-day such great activity in the gold-mining 
world that this figure may be appreciably higher in three or four 
years’ time. If one then translates the quantities of the metal 
thus available into dollars or sterling at their present devalued 
levels in terms of gold, a colossal aggregate is reached. It would 
certainly seem that the days are over when economists could 
complain of the shortage of gold relatively to the currency de- 
mands for it. 

The next section of the Report deals with the volume of 
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international short-term indebtedness. A revised estimate of 
the liabilities of European countries and the United States to 
foreigners, in the shape of financial credits and deposits with 
Banks and similar institutions and also of ordinary commercial 
lending, gives the following totals : 


At the end of 1930 70,000 million Swiss francs 
3 1932 39,000 


Thus the liquidation of international short-term indebtedness, 
which has characterised and has partly caused the slump, has 
reduced the aggregate by more than one half. Of the 32,000 
million Swiss francs outstanding at the end of 1933, the B.S. 
estimate that about 11,500 million is blocked through currency 
regulations, standstill agreements and similar measures. The 
Report summarises the changes which took place in 1933 as 
follows : 


During 1933 London was the only market in which balances and other 
short-term assets held by foreigners increased to any appreciable extent 
(although there were certain increases in other countries of the sterling 
area), whereas in other centres the movements towards liquidation of 
foreign short-term liabilities continued with undiminished strength. For the 
London market the increase was partly due to the larger holdings of sterling 
exchange in the reserves of the note-issuing institutions within the sterling 
area. As primary or secondary cover South Africa, Australia, India and 
Egypt and the four Scandinavian countries held foreign exchange the 
equivalent of approximately £100/110 million at the end of the years 1929 
and 1930, but by the end of 1931 their holding had been reduced to £50 
million (of which about one-half belonged to India); at the end of 1932 the 
total had grown to £75 million and by the end of 1933 to £120 million—an 
aggregate amount which, expressed in sterling, was larger than that before 
the depression. 

Calculated in sterling total foreign short-term funds held in the London 
market now appear to be in the neighbourhood of the 1930 level; if calcu- 
lated on a gold basis these liabilities would be somewhat less than two- 
thirds of the 1930 figure. 

In the United States the volume of short-term foreign indebtedness was 
reduced by about 2,000 million Swiss francs during the year; at the end of 
1933 the total liability was, in dollars, only one-fifth to one-sixth of what it 
was in 1930. Of the “‘ gold bloc” countries, France, Holland and Switzer- 
land were subject to heavy withdrawals at different periods during the year, 
but it would appear that, on balance, the amount which left these three 
markets was less than 1,500 million Swiss francs. Among the debtor 
countries, the short-term liabilities of Germany decreased in 1933 by about 
3,000 million Swiss francs (partly as a result of currency depreciation), and 
are now appreciably less than one-half of what they were in 1930. Austrian 
statistics reveal a reduction of about 700 million Swiss francs, of which 400 
millions are attributable to consolidation under the arrangement regarding 
the Credit-Anstalt ; 200 millions were repaid from the proceeds of the Inter- 
national Loan of 1933, and a further accounting reduction is due to the 
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dollar depreciation, In fact the country’s short-term foreign indebtedness 
has been reduced to so small a figure that it was possible to free the foreign 
exchange market completely from the regulations which have been in 
force since October 1931. In other countries of Central and South-Eastern 
Europe, some progress has also been made towards a clearing up of frozen 
positions: in Hungary, the short-term indebtedness was reduced by some 
repayment and the consolidation of the remainder of the credits extended 
by this institution and several Central Banks during 1931; increased uses 
there for blocked balances, especially for additional exports, appear to have 
permitted the liquidation of current charges so that the blocked position 
has not augmented. An important reduction has been made in the foreign 
short-term commitments of the U.S.S.R., which are reported to have declined 
by nearly one-half in 1933. An improved balance on short-term account is 
further reported from Finland, Greece and Portugal. Not only in Europe 
but also in other parts of the world this slow movement of liquidation has 
been going on. Especially remarkable have been the agreements for the 
defreezing of external short-term debts by the Argentine and Brazil. 

On the whole these often inconspicuous but distinctly favourable results 
have been achieved by the efforts of the debtor countries working at their 
own problems; it is only in exceptional cases (e.g. Austria and the Argentine) 
that new loans and credit arrangements have contributed. As, however, 
the improvement which has been taking place in the position of many 
countries normally in need of foreign capital continues; the way may be 
opened to a gradual renewal of international lending, which would again 
promote trade and facilitate agreements with regard to the settlement of 
outstanding financial commitments. 


It has seemed worth while to quote the above passage at 
length since it describes a remarkable degree of liquidation going 
on behind the scenes, which must represent an important measure 
of progress towards normal conditions. 

One other feature of the year deserves mention. The tendency 
already in existence for Central Banks to abandon the practice of 
holding their reserves in the form of foreign exchange made 
further progress, being the counterpart of the reduction of inter- 
national short-term indebtedness described above. The Bank of 
France reduced its foreign exchange holding during 1933 from 
4,200 million frances to less than 1,000 million. In Italy there 
was a reduction from 1,300 million lire to 300 million. In 
Holland the sterling holding of the Nederlandsche Bank finally 
disappeared during the summer. In Czechoslovakia the whole of 
the primary reserve was converted into gold in February 1934. 
The National Bank of Austria converted the whole of its cover 
exchange into gold in December 1933. The foreign devisen held 
by the Reichsbank fell during the year from Rm. 115 million to 
Rm. 9 million. Only in the sterling area was there a movement 
in the opposite direction, the British Dominions and India, and 
Sweden and Finland increasing their holdings of foreign exchange, 
particularly of sterling. Thus the decline in the use of foreign 
exchange reserves by Central Banks was an important factor in 


| 


518 THE ECONOMIC JOURNAL [SEPT. 


the absorption of the new supplies of gold. This, however, is a 
phenomenon which cannot recur unless the same tendency 
spreads to the sterling area. 

The Staff of the Bank for International Settlements are 
much to be congratulated on the high interest of their Report. 
It is to be hoped that they will persevere in the regular 
collection and even extension of these vitally important statistics, 
which it is so difficult for the outsider to obtain in any reliable or 


comprehensive form, 
J. M. Knynes 


OFFICIAL PAPERS 


Commercial Banks, 1925-1933. League of Nations. (London : 
Allen and Unwin. Pp. 336. 10s.) 


THE Economic Intelligence Service of the League of Nations 
has just published a new “‘ Memorandum on Commercial Banks,”’ 
containing a summary of the recent banking history and informa- 
tion on the financial evolution of some forty countries. The 
book deals with the period of prosperity from 1925 to 1929 and 
with the period of depression from 1930 to 1933. The banking 
statistics given have been adapted to a common balance sheet 
form to facilitate international comparisons. 


An introduction gives an account of the general tendencies 
and a bird’s-eye view of recent banking experience in the world 
as a whole. In the commercial banks of the forty countries 
covered by the study, the increase in deposits during the ‘“‘ boom ” 
period and the decrease during the depression are measured. 
Apart from the decrease in deposits, a falling-off in the efficiency 
with which existing bank credits were used is shown by figures for 
the velocity of circulation of bank deposits. A large part of the 
credit expansion during the boom period in the United States 
took the form of loans on security collateral—a type of expansion 
that represented the offsetting of a short-term claim by a long- 
term asset. The subsequent break-down of the security market 
in the United States is partly explained by the forced sale of 
securities by the banks in order to meet sudden withdrawals of 
deposits. Statistics are given showing the increasing tendency in 
certain Central European countries during the reconstruction 
period (following the legal stabilisation of currencies) for 
individuals to place savings on deposit with banks instead of 
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investing them directly; the banks frequently made long-term 
advances with these funds and with those raised through their 
foreign short-term borrowings. 

In the first stage of the depression—until the financial crisis 
of 1931—it is shown that there was an almost universal tendency 
for bank credit to become frozen. The financial crisis itself is 
then traced in detail and the repercussions of the Creditanstalt 
collapse in May 1931 on the banking position in most important 
countries (creditor as well as debtor) are outlined. Details are 
given of the most important standstill agreements and figures are 
quoted to show the extent to which the foreign short-term 
indebtedness of certain countries has been reduced since 1930. 

The secondary consequences of the financial crisis in the form 
of a general search for liquidity on the part of banks are dealt 
with, as well as the increase in cash ratios, larger holdings of 
Government securities, and a very heavy contraction of ordinary 
commercial credits. Deposit figures given for 1933 suggest that 
in the course of last year the contraction tended to subside in 
many countries and in certain cases there was even an expansion 
in bank credit. 

In addition to examining the recent tendency of commercial 
bank profits, the introduction deals with money rates during the 
depression and the recent cheap money policy of various countries ; 
the extent to which official and market rates of discount have been 
lowered in different parts of the world; the relationship of these 
reductions to the long-term yield on capital, and the rates charged 
by banks on loans to customers are also considered. 

The last section of the introductionis devoted to an examination 
of the intervention of states in the field of commercial banking in 
recent years. Details are given of the direct financial assistance 
granted by Governments to banks to avert collapse or to aid in 
their reorganisation ; of the new legislation to which commercial 
banks in different countries have been subjected ; and, finally, on 
the recent growth of central banking in South America and the 
British Dominions. 


The main part of the book is devoted to the examination of the 
banking situation of some forty countries. The most complete 
are those dealing with the United States of America and Germany. 
Among the subjects dealt with in the chapter on the United 
States are: the structure of the American banking system; the 
increasing extent to which the banks provided for the long-term 
capital requirements of industry during the boom period; the 
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sharp contraction of credit during the financial crisis of 1931-32 ; 
the growth of currency hoarding and bank failures; the activities 
of the Reconstruction Finance Corporation; the banking crisis of 
February-March 1933, and the reopening of the banks, the sub- 
sequent return of currency from circulation, the open-market 
operations of the Federal Reserve and the accumulation of large 
surplus cash reserves by the commercial banks. 

Amongst other subjects, the chapter on Germany deals with 
the foreign short-term borrowings of the banks and with the 
participation of the State in the reorganisation of the big Berlin 
banks and certain provincial institutions. 

The special problems which have affected banking evolution 
in other countries from 1925 to 1933 are set out in individual 
chapters. 

The “Memorandum on Commercial Banks ”’ is an extremely 
useful document to all interested in banking and international 
financial questions. (Communicated.) 


International Trade Statistics. 


Tue International Bureau of Commercial Statistics of Brussels 
has recently issued its tenth annual summary of the trade 
statistics of twenty different countries. This work, which was 
begun as a result of an international convention, was first published 
in 1922. Its aim is to co-ordinate the many trade statistics 
published by various governments on a uniform plan so that they 
may be readily compared. 

Articles entering into international exchange are classified (in 
French) in five categories and an exhaustive dictionary and index 
to them is provided in French, English, German and Dutch. 

The statistics themselves are tabulated in four groups in which 
the distribution of imports and exports are shown under the name 
of the importing and exporting countries and under the name of 
the articles themselves, while a general summary is provided 
indicating the relative importance of different countries assessed 
according to the amount of their international trade. Values are 
shown in the currencies of each country and are in addition con- 
verted in each case to a common gold standard. 

H.M. Stationery Office has a few copies of this work of reference 
surplus to the requirements of the Public Service, which have 
therefore been placed on sale at Adrastral House, Kingsway, 
London, W.C. 2, at the price of 5s. net. Post free, 5s. 9d. 

(Communicated.) 
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Tue following have been admitted to membership of the Royal 


Economic Society :— 


Albu, V. C. 
Appel, H. 
Arakie, R. 
Archibald, R. D. 
Beech, T. 
Bennett, G. D. 
Berry, G. V. 
Bolza, Dr. H. 
Boustead, P. G. A. 
Briggs, G. D. 
Brown, N. 
Brown, W. McK. 
Bryce, R. B. 
Buttle, F. W. 
Cauter, T. 
Chamberlain, M. 
Chapple, K. G. 
Chaudhuri, Rai H. 
Chavan, J. U. 
Clarke, R. W. B. 
Clerehugh, R. 
Cobbold, C. 
Connor, J. E. 
Cownie, J. T. W. 
Croome, Mrs. H. M. 
Crouchley, A. E. 
Crowder, Dr. W. F. 
Curtis, Miss M. 
Curtis, T. S. 
Dallas, K. M. 
Denny, C. P. 
De Silva, G. M. W. 
De Sztrem, Prof. 
E. S. 
Dickson, R. H. B. 
Dieulefait, C. E. 
Dixon, W. F. S. 
Downes, C. E. 
Duncan, L. C. 


Dyson, P. M. 
Eade, D. H. 
Earnshaw, R. T. 
Ely, O. 
Emmanuel, A. 
Evans, T. 
Fish, Prof. Marion. 
Fletcher, J. 
Friend, Capt. E. A. 
Garino-Canina, Prof. 
A. 
Goldman, S. 
Goldschmidt, R. W. 
Goliah, S. E. I. 
Gomperz, E. 
Goopta, H. 
Gould, B. W. 
Guaresti, Dr. J. J. 
Gupta, N. C. 
Haddow, D. F. 
Hadfield, T. L. 
Haji, A. 
Hamburger, S. 
Herd, A. G. 
Honhoff, R. 
Hore-Belisha, L. 
Hunt, S. C. 
Hunter, 8. 
Jessop, W. G. 
Johnson, W. E. 
Johnstone, F. 
Kelly, E. O. 
Kennedy, A. 
Laidler, V. C. 
La Nauze, J. A. 
Lane, W. H. H. 
Lanzillo, Prof. A. 
Lewis, J. 
Limbrick, S. F. 


Lloyd, W. H. 
Maas, W. 
McAllister, N. C. 
McCorquodale, D. 
Mackay, R. W. G. 
Major, T. G. 
Mdledle, B. B. 
Michelmore, L. J. 
Miller-Williams, E. B. 
Minakshisundaram, 
C. D. 
Mitchell, T. E. 
Morgan, R. 
Morgan-Webb, Sir 
Charles. 
Nahata, S. 
Nambiar, T. N. 
Neat, C. P. G. 
Needham, D. 
Neumann, Dr. F. 
Nicoll, J. R. 
Nolan, N. J. 
Norris, T. C. 
Norris, W. G. 
Osterritter, A. J. 
Parekh, R. C. 
Pargeter, A. H. 
Paterson, J. 
Patrick, C. W. 
Perry-Keene, A. 
Phillips, J. G. 
Plumridge, H. F. P. 
Podmore, R. F. 
Porchat, Dr. A. 
Pumpiansky, Dr. L. 
Pye, J. 
Raffetti, Dr. C. 
Rai, G. 
Rajagopalan, V. K. 
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Randall, R. J. Singhi, R. Thurn, Count M. A. 
Rayner, A. Skinner, N. L. C. Tverdokhlébov, 
Regan, A. C. Smedley, W. R. Prof. V. 
Robinson, A. Smith, G. Van Deurs, G. H. 
Robinson, A. R. Smith, H. D. Vincent, H. H. 
Rodgers, W. L. Southgate, C. Walker, W. J. 
Rogers, W. A. Spengler, J. J. Westby, G. 
Rosenstamm, B. Springer, A. Wheeler, K. H. T. 
Ross, J. W. Springett, E. F. Whiteman, L. W. 
Russ, Seth, Srinivasan, N. Williamson, L. A. 
Sandhu, H. S. Srinivasan, Narayan. Wood, Dr. G. L. 
Saunders, C. J. Stern, Dr. E. Wood, H. W. 
Schmalz, Prof. C. N. Stiller, R. B. Wythe, G. 

Sedgley, W. H. Sutor, J. A. Zanardi-Lamberti, 
Sen, N. Taggart, J. H. S. M. 

Senior, E. P. Tait, J. A. 

Shah, H. N. Tanner, W. J. H. 


The following have compounded for life membership of the 
Society :— 


Bhattacharyya, A. Kanta. De Michelis, Prof. G. 
Blumer, George Frederick. Glover-Clark, Richard. 
Castellino, J. E. Hurren, James. 


The following have been admitted to Library membership of 
the Society :— 


Banco de Mexico. 

Bates College, Maine. 

Kammer fiir Handel Gewerbe und Industrie, Wien. 
Ministry of Foreign Affairs, Nanking. 

Technical College, Derby. 

Vaughan College, Leicester. 


Proressor Loria writes as follows : 


I record with great regret the death on May 2 at the age of 44 
of Professor Vincenzo Porri, of the Superior Institute of Com- 
mercial Studies in Turin. An able writer, well versed in the 
economic literature of many countries and especially competent 
on questions of money and banking, he added to knowledge not 
only by numerous articles in economic journals but by the 
publication of the following works : 


R 
g 
fi 
FE 
i 


1934] CURRENT TOPICS 523 


1. Lo sviluppo delle imprese assicuratrici in Italia nei rami 
elementari. Torino, 1928. 

2. Corso di politica economica internazionale. Torino, 1930. 

3. Principii di scienza economica, Vol. I. Torino, 1932. 

4, L’evoluzione economica italiana nell’ ultimo cinquantennio. 
Roma, 1926. 

5. L’equilibrio economico. nel Veneto alla vigilia della 


guerra. Roma, 1921. 
6. Cinque anni di crisi nel Veneto, 1914-18. Roma, 1922. 


These important books led to high hopes for his scientific 


future, unhappily brought to an end by his premature death. 
But he leaves in the minds of his friends and colleagues a lasting 


impression of admiration and regret. 


RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Part II, 1934. The “ Economist”? Index of Business Activity. G. 
CrowTHER. Laxchange Stability versus Internal Price Stability. 
J. H. Jones. Wholesale Prices in 1933. 


Economica. 


May, 1934. Twelve Months of American Dollar Policy. T. E.GREGorRY. 
The Theory of Unemployment” of Professor A. C. Pigou. R. G. 
Hawtrey. The Economic Aspects of Copyright in Books. A. 
Puant. A Reconsideration of the Theory of Value. Part I. 
R.G.D. ALLEN. The Movement of Labour into South-East England, 
1920-32. B.THomas. A Note on Banking Policy and the Income- 
Velocity of Circulation of Money. J.C. GILBERT. 


International Labour Review. 
May, 1934. Rationalisation and the Employment and Wages of Women 
in Germany. J.GRUNFELD. Workers’ Education in Great Britain. 
J. H. Nicnotson. The International Regulation of Hours of Work 
on Railways. Overtime and the Economic Depression. 


International Labour Review. 


JUNE, 1934. The Reduction of the Working Week in Germany. The 
Economic Depression and Public Health. P. Lopes. The Codes 
of Fair Competition and Women’s Wages in the United States. The 
Results of the Netherlands Labour Disputes Act from 1924 to 1934. 
J. G. SCHLINGEMANN. 


The Manchester School. 


Vou. V, No. 1. The American Experiment. T. E. Grecory. The 
Relevance of Political Economy. G.W.DantrEts. American Raw- 
Cotton Policy. H.Campion. An Aspect of the Problem of Unem- 
ployment. J. STAFFORD. 


Sociological Review. 

JuLy, 1934. Economic Science and Contemporary Economic Policy. 
G. C. Atten. Migration and Cheap Land. H. Heaton. The 
Psychological Analysis of War. H.GotpHamEeR. The Sociological 
Interpretation of Political Ideas. WERNER Faux. Divorce in 
England and Wales. D. V. Guass. 


Eugenics Review. 
Juty, 1934. Eugenic Influences in Economics. Sir Jostan Stamp. 
Complex Determinants of Amentia. L. 8. PENRosE. Modern 
Views of Human Mind Disorders. R. J. A. BERRY. 
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The Human Factor. 


Juty—Avaust, 1934. Tests for Motor Drivers. G.H. Mites and D. F. 
Vincent. The Human Factor in Accidents. C.S. Myrrs. The 
Selection of Colour Workers. W.O’D. Pierce. 


Economic Record. 


JUNE, 1934. Australian Policy in the Depression. R. G. HAwTREY. 
Federation and Western Australia. FE. L. Presse. The Historical 
Réle of Trade Unionism. G.V. Portus. Some Aspects of Depres- 
sion. Psychology in New Zealand. T. A. Hunter. Protection 
and the Price Level in Australia. C. H. P. Girrorp. Railway 
Transportation in New Zealand. H. VALENTINE. 


South African Journal of Economics. 


JuNE, 1934. The Future of Gold in Relation to Demand. KE. Cannan. 
Business Cycles in South Africa, 1910-1933. C.G.W.Scuumann. 
Witwatersrand Mining Policy: the Dominant Factors. J. M. M. 
Ewine. Government and Economic Control. E. 
Report of the Commission on Agricultural Co-operation. T. H. 
KELLY. 


~ 


Quarterly Journal of Economics. 


May, 1934. The Periodogram of American Business Activity. E. B. 
Wison. A British Experiment in the Control of Competition : the 
Coal Mines Act of 1930. A. F. Lucas. Doctrines of Imperfect 
Competition. R. F. Harrop. British and American Exchange 
Policies : the British Experience. §.E. Harris. Some Reflections 
on “‘The Nature and Significance of Economics.”’ T. Parsons. 
Empirical Tests for Price Theories: Fisher, Foster and Catchings, 
Keynes. M. Watsu. 


Review of Economic Statistics. 

Aprit, 1934. General Economic Conditions in the United States. 
(Editorial.) Inflationary Aspects of Recent Banking Development. 
(Editorial.) British and French Economic Conditions. (Com- 
municated.) A Year of Banking and Monetary Policy. 8. E. 
Harris. Wheat, Wheat Policies, and the Depression. 


American Economic Review. 


JuNE, 1934. On the Structure and Inertia of Prices. C. SNYDER. 
Currency Inflation. W. E. Spaur. Economic Science in Recent 
Discussion. F.H. Knicut. Output of Work and Economic Well- 
being. E.W. ZimMERMANN. Forecasts of General Price Level. E. 
GRAUE. Currency of Canada. J. HOLLADAY. 


Journal of Political Economy. 


JUNE, 1934. Some Considerations on Unemployment Insurance in the 
Light of German Experience. O. Natuan. National Social 
Insurance in France. W. Ovauip. Bases of State Taxation of 
Domestic Stock Insurance Companies. K. M. WILLIAMSON. 
Egypt's Balance of Trade. C. Bresctani-Turront. The French 
Solution for the Railway Problem. H. E. Dovaat.. 
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Annals of the American Academy of Political and Social Science. 
May, 1934. The Ultimate Consumer ; a Study in Economic Illiteracy. 
A consideration of consumers as a special interest group, with 
particular reference to standards, prices, and the actual and poten- 

tial means of consumer protection. Edited by J. G. Brarnerp. 


Annals of the American Academy of Political and Social Science. 


JuLy, 1934. The World Trend toward Nationalism. Different aspects 
of the problem treated by various authors. 


Wheat Studies (Stanford, California). 

May, 1934. World Wheat Survey and Outlook. Up to the date of this 
survey developments in the world wheat situation had not been 
encouraging for early emergence from surplus conditions. World 
wheat stocks on April lst were no more than 35,000,000 bushels 
below last year’s peak. The recent drought through most of the 
Northern Hemisphere has probably changed matters. 


Révue d’Economie Politique. 


Marcu, 1934. La theorie de linterét, d’aprés Irving Fisher. A. 
Lanpry. La dévaluation de la couronne tchécoslovaque. A. Bascu. 
Quelques nouvelles observations statistiques sur le chémage. H. 
Guirton. La crise viticole en Champagne. G. FEYRET. 


Journal des Economistes. 


Aprit, 1934. Vers l’équilibre par les économies. E. PayEn. Cor- 
poratisme et Politique. F. GAUCHERAND. 

May, 1934. Vers la réforme fiscal. E. Payrmn. L’Industrie auto- 
mobile. R. J. PIERRE. 

JunE, 1934. La Réforme fiscale. E. Payven. Espagne et Portugal. 
R. J. PIERRE. 


Révue de L’ Institut de Sociologie. 

Aprit, 1934. L’Idée d’ Association dans la Doctrine coloniale de la 
France. R. Maunter. Le Réle social de l’Ecriture et I’ Evolution 
européenne. E. Hasnau. La Meéthodologie des Activités pratiques 
et Etude des faits sociaux. G. 


Schmollers Jahrbuch. 


Aprin, 1934. Die Stufenfolge der Menschheitsgeschichte als Ausleseier- 
scheinung. K. Breysic. Der Volkswirtschaftsbegriff als Illusion 
des Liberalismus. K. Prixtscnovius. Der australische Versuch 
autoritdter Lohnpolitik. W. Nevuuic. Die Bevolkerungsentwick- 
lung in Westpreussen und Posen, und die deutsche Abwanderung. 
P. H. 


Weltwirtschaftliches Archiv. 


May, 1934. Méglichkeiten der Umorientierung des jugoslawisches 
Aussenhandels. O. Francrs. Die Entwicklung des Aussen- 
handels der Niederlande nach dem Kriege. W. L. Vax. Die 
Erfiihlung des russischen Fiinfjahrplanes. W. LEontirEF. It is 
argued that owing to the absence of a planned balance-sheet, to 
super-industrialisation, and overstrained collectivisation, the 
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result is contrary to the plan. The industrial programme has 
been fulfilled to about two-thirds. Various industries are described 
in detail. The financing of the plan has been carried through at 
the cost of the standard of living. Interventionen am Geldmarkt als 
Mittelstaatlicher Konjunkturpolitik. G. ScuM6LpERS. On the 
basis of American experience, it is discussed how far an open- 
market policy can in other countries be used as an independent 
instrument of regulation. It is argued that this policy of the 
Federal Reserve Board .owed it temporary success to some special 
conditions, especially to its relation to a thorough control of the 
Banks. The policy is rather an auxiliary than an independent 
instrument. 


JuLy, 1934. Allgemeine Grundlagen des Kombinations problems. R. 
Kerscnacu. Die Politik der mengenmdssigen Hinfuhrregulierung. 
K. Hirner. Die Volkwirtschaftliche Bedeutung der Neuschaffung 
deutschen Bauerntums. H.-J.SERapuIm. Die allgemeinen Lehren 
des Faschismus und die korporative Witschaft. L. GANGEMI. 
Unternehmungsertrag und Zins als Faktoren des Aktienmarkts. OQ. 
Donner. Der Weltluftverkehr im Jahre 1932-3. H. Potuoa. 


Zeitschrift fiir Nationalékonomie. _ 

June, 1934. Der Einfluss der Kaufkraftregulierung auf den Conjunk- 
turverlauf. J. TINBERGEN. Distinction is made between exterior 
forces causing disequilibrium and a mechanism propagating it. 
Four schemes, involving different assumptions with regard to the 
length of the production period and influences of wage changes, 
etc. on profits, are considered. A mathematical treatment shows 
what movements occur when no regulation at all or when stabilisa- 
tion of the amount of purchasing power spent in the consumables 
market is adopted. Kapital und Kapitalismus. FREIDRICH 
Watter. A non-capitalistic economy does not exist. There are 
only epochs of different economic liberty. Schutzzdlle bei unvoll- 
kommener Konkurrenz. G. Lovasy. Under conditions of im- 
ae competition average costs will be falling at the margin. 

t will therefore be possible by protection to secure internal and 
external economies, and a reduction of price. Bemerkungen zur 
Wertaspekt der moderner Verteilungstheorie. K.StepHans. Preise 
und Produktion. J. AKERMAN. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


Juty, 1934. “ Reine” und “ Politische’’ Wissenschaft in der Lehre 
von der Staatswirtschaft. Conjunkturbeeinflussung 
durch die Notenbank. R. Srucken. Deutsche Industriepolitik, 
1933. G. MacKENROTH. 


Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte. 
Bernert 30. Die Weltwirtschaftskrisis von 1857-1859. H. RosEn- 
BERG (210 pp.). 
De Economist. 


Fepruary, 1934. Niewwe toekomstmogelijkheden voor Rotterdam. 
W. F. LicntenHaver. Discusses the future prospects of Rotter- 
dam. Looking back, a new era opened in 1880, with the pros- 
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perity of Germany. With the war and its consequences, the 
German hinterland has been lost. Rotterdam was essentially a 
city of transit trade. A contrast is drawn with Antwerp, Hamburg 
and Amsterdam. These had priority in time; also they relied in 
part on an industrial field. In the case of Rotterdam there has 
been a one-sided orientation with regard to Germany. To-day, 
with economic nationalism, new sources of supply have arisen, 
and old demands have fallen off. In discussing future prospects, 
the interests of Rotterdam must fall within those of Holland. 
Results must be obtained through co-operation with the Govern- 
ment. There must be harmony between Rotterdam and The 
Hague. Possible future re-orientations of trade are discussed. 
De uitvoering van het vijfjarenplan volgens de officieele berichtgeving. 
B. Brurzkus. The writer comments on the absence of reliable 
information regarding the execution of the Five-Years Plan, in 
part due to the fact that the best of the impartial economists are 
in prison as dangerous. The official report awakes feelings of 
disappointment. There are striking omissions (money, cost of 
production, prices), but it is assumed that throughout the period 
a rouble was a rouble. In fact, money doubled in amount during 
the period. In the case of building it is argued that the cost is 
twice what had been planned. The large number of buildings 
uncompleted is significant. In one field, that of heavy industries, 
execution did not fall behind the plan, but it may be doubted 
whether this development was healthy. The general development 
has in consequence lost balance and harmony. In the case of 
industrial development, the rearrangement of the classification of 
industries has made comparison between achievement and plan 
impossible. Examination of figures relating to rate of progress 
shows that economic life is saturated with factories of which it is 
not possible to make a good use. In considering the 110 per cent. 
increase it is also necessary to bear in mind the question of quality. 
Bad quality is not the exception but the rule. The greatest 
increase is in capital goods. Other branches of economic life 
(agriculture, wages, etc.) are dealt with more briefly. 


Marcu, 1934. De waarde als centraal begrip in de economie en de conse- 
quenties van Von Béhm-Bawerk’s Agiotheories. J.Mou. The idea 
of value (despite Cassel and Spann) is the central conception in 
Political Economy, from which all other conceptions are to be 
constructed. There are two elements in value, viz. the human 
needs and the goods for their satisfaction. Production is the con- 
scious action of man directed to circumscribing a deficiency of well- 
being by increasing utilities. Fundamentally man is the only 
producing force. Wages is the price of the product of labour ; 
the demand is not for labour, but for the products of labour. 
The writer discusses whether Bohm-Bawerk’s agio-theory is ten- 
able. The distinction between present and future goods is not 
happy; all goods are present goods. Value always relates to an 
estimation of needs and goods at the moment. To arrive at the 
idea of an agio, there are two kinds of needs, viz. care for the present 
and foresight for the future. Foresight for the future is always 
less urgent than care for the present. This is a psychological and 
physiological necessity. Everyone provides first of all for to-day, 
and then for the future. The three grounds for interest given by 
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Bohm-Bawerk are rather by-products and consequences of this 
principle. In particular the third ground given by Béhm-Bawerk 
has little significance. Interest would occur without capital 
organisation, and machines in themselves would not produce 
interest. The concept of Capital also arises out of the concept of 
value. Capital is defined as the “value attributed to goods on 
the ground of our foresight for the future.” There is a lengthy 
discussion of Capital and of Béhm-Bawerk’s views, particularly 
relating to the third ground for interest. 


Apri, 1934. De Suikerconsumptie. A. RoosEBoom. An elaborate 
discussion of the various factors which determine the consumption 
of sugar. The article discusses the consumption per head in 
different countries (in particular the Dutch Indies), the question 
of the elasticity of demand, etc. Groothandelsprijzen, kleinhandels- 
prijzen en kosten van levensonderhoud. C. Koot. Comparison 
between different countries in the matter of wholesale prices, retail 
prices, etc. is rendered difficult because of the absence of a uniform 
basis of statistics, both with regard to the basic year and the 
method of composition. Wholesale prices are least comparable. 
Twenty-two countries are taken and variations in recent years in 
the course of the wholesale price level, the retail price level and the 
cost of living figure are illustrated and discussed. 


Annali di Statistica e di Economia. 


Anno I, Vou. II. La produzione agricola italiana e la crisi mondiale. 
F. Cuxssa and C. Martini. 


El Trimestre Economico (Mexico). 
Vou. I, No. 1. La organizacion economica de la Sociedad de Naciones. 
M. G. Morin. Un organo eficaz para intervenir la Economica. 
R. Loprz. La teoria de la Deflacion de la Denda de las grandes 
Depresiones. I. FISHER. 
Index (Stockholm). 

May, 1934. Planned Economy, past and present. E. F. HECKSCHER. 
JUNE, 1934. The World’s Commercial Banks since 1920. S. BRISMAN. 
Skandinaviska Kreditaktiebolaget. 

Apri, 1934. Future of the Rate of Interest. G. CASSEL. 
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ment of young offenders. P.S. King. 84". Pp. 269. 12s. 

Buanp (F. A.). Planning the Modern State: an introduction to 
the problem of political and administrative reorganisation. Sydney : 
Angus and Robertson (London: Australian Book Co.). 7}’. Pp. 
230. 4s. 6d. 
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Brockway (E. F.). Will Roosevelt Succeed? a study of Fascist 
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